State of California

COMPREHENSIVE
ANNUAL
FINANCIAL REPORT

For the Fiscal Year Ended
June 30, 1996

Prepared by the Office of the
State Controller

KATHLEEN CONNELL
State Controller




Contents

INTRODUCTORY SECTION

Letter from the State CONtroller .......oeeiiiini e
State Controller's Financial OVEIVIEW .........oivieiiiii e aeas
Principal Officials of the State of California .............coooviiiiiiicii e

Organization Chart of the State of California.............ocoooiiiiiiiiici e

FINANCIAL SECTION

Independent AUAITOrS  REPOIT ... .uiuieiie e eeaeens

GENERAL PURPOSE FINANCIAL STATEMENTS

Combined Balance Sheet — All Fund Types, Account Groups, and
Discretely Presented Component UNitS ......coouviiiiiiiiiiiii e

Combined Statement of Revenues, Expenditures, and Changes
in Fund Balances - All Governmental Fund Types and
Expendable TrusSt FUNAS ..ot e e aneaas

Combined Statement of Revenues, Expenditures, and Changes
in Fund Balances — Budgetary Basis — Budget and Actual
All Governmental FUNG TYPES . ouiuiiiie e e e e e e

Combined Statement of Revenues, Expenses, and Changes
in Retained Earnings — All Proprietary Fund Types and
Discretely Presented Component Units — Special Purpose Authorities ..........

Combined Statement of Cash Flows — All Proprietary Fund Types and
Discretely Presented Component Units — Special Purpose Authorities ..........

Combined Statement of Changes in Plan Net Assets -
PensSion TrUuSt FUNAS ....oouii e ens

Combined Balance Sheet - Component Unit — University of California ...............

Combined Statement of Changes in Fund Balances — Component Unit -
University of California ..o

Combined Statement of Current Funds Revenues, Expenditures, and Other
Changes - Component Unit — University of California.............ccccooveivveinnen.n.

Notes to the Financial StatemeNnts .......o.iiieiiiiii e

COMBINING FINANCIAL STATEMENTS AND SCHEDULES
Special Revenue Funds
Special Revenue FUNAS — DESCHIPLIONS ....viiniiiiiiiic e

Combining BalancCe SNEEt .......c.ouiii i

10

11

13

14

16
17

18

19
21

91
92



State of California

Combining Statement of Revenues, Expenditures, and Changes
INFUN BAlANCES ....ceeieiei e 94

Combining Statement of Revenues, Expenditures, and Changes
in Fund Balances — Budgetary Basis — Budget and Actual ............................ 96

Capital Projects Funds
Capital Projects FUNAS — DESCHIPLIONS ....cuieiiiiiiii e 103
Combining Balance SNEet ... e 104

Combining Statement of Revenues, Expenditures and Changes
INFUN BAlANCES ....oeieiee e 106

Combining Statement of Revenues, Expenditures, and Changes

in Fund Balances — Budgetary Basis — Budget and Actual ............................ 108
Enterprise Funds
Enterprise FUNAS — DESCIIPTIONS ...cnuiiiiiiii i e aeaas 113
Combining Balance SNEet ... e 114
Combining Statement of Revenues, Expenses, and Changes
IN RetaiNed EarNiNgS .. ..ot 116
Combining Statement of Cash FIOWS ... e 118

Internal Service Funds

Internal Service FUNAS — DESCHIPLIONS ... ..ouieiiiii e 123
Combining Balance Sheet ... e 124
Combining Statement of Revenues, Expenses, and Changes

IN RetaiNed EarNiNgS .. ..ot 126
Combining Statement of Cash FIOWS ... e 128

Trust and Agency

Trust and Agency FUNdS — DeSCIIPLIONS ......iuiiuieiiiiii e 133
Combining Balance SNEet ... 134
Expendable Trust Funds

Expendable Trust FUNAS — DeSCIIPLIONS ... ..ieiiieiiiiii e 135
Combining Balance SNEet ... e 136

Combining Statement of Revenues, Expenditures, and Changes
INFUN BAlANCES ....ceeieiei e 138

Pension Trust Funds

Pension Trust FUNAS — DESCHIPLIONS .. ..ouiii e 141
Combining Balance SNEet ... 142
Combining Statement of Changes in Net Plan AsSsets ........ccooviiiiiiiiiiiiiniien 144

Agency Funds
Agency FUNAS — DESCIIPLIONS ... e eaas 147
Combining Balance SNEet ... 148



Contents

Combining Statement of Changes in Assets and Liabilities ...................c.ooo. 150

General Fixed Assets Account Group

General Fixed Assets Account Group — DesCription .........cccoveiiiiiiiiiiiiiiniiiiaeaane. 155
Schedule of General Fixed ASSEtS BY SOUICE ....c.ouiiiieiiiiiiiiiie e 156
Schedule of General Fixed Assets by FUNCLION ..........ooiiiiiiiiiiiieee, 157
Schedule of Changes in General Fixed Assets by Function .................occoiinne. 157

Component Units — Special Purpose Authorities

Component Units — Special Purpose Authorities — Description ..............cccoeoeane. 159
Combining Balance SNEet ... e 160
Combining Statement of Revenues, Expenses, and Changes

IN RetaiNed EarNiNgS .. ..o et 162
Combining Statement of Cash FIOWS ... 164

STATISTICAL SECTION

General Government Revenues by Source and Expenditures by Function .......... 170
Schedule of General Obligation Bonds Outstanding .........cccoveveiiiiiiiiiiiineniieanne. 172

Schedule of General Long-Term Bonded Debt to Per Capita Personal
TGO L. e 173

Schedule of Annual Debt Service Expenditures for General

BoNded Debt ... 173
Schedule of Revenue BoNdS COVEFAQE ... ..ueuiuiiie i 174
Schedule of National and State Population ..o 175
Schedule of National and State Personal INCOMEe .........ccooeiiiiiiiiiiiiiiiiieeeenes 176
Schedule of National and State Per Capita Personal Income..............c..ocoooivnie. 177
Civilian Labor Force for Resident Population Age 16 and OVer .........cc.ccceevvennnen. 178
Persons Employed in Principal Manufacturing Industries............c..cocooiiiinane. 179

ACKNOWIEAGEMENTS ... ettt et et e e e e e eanes 181



Introductory Section




KATHLEEN CONNELL

Controller of the State of California

December 30, 1996

To the Citizens, Governor and Members
of the Legislature of the State of California:

am pleased to submit the Comprehensive Annual Financial Report (CAFR) of the State of
California for the year ended June 30, 1996. This CAFR presents all the information required
to fully assess the State of California’s financial condition.

As the State’s Chief Financial Officer, | have strived to bring fiscal responsibility,
stability, and accountability to all levels of government. | am committed to making certain
that government agencies operate efficiently and that prudent management practices guide
decision-making. Every dollar saved as a result of improved efficiency is a dollar that can be
directed toward assuring a well-educated, safe, and healthy California.

These principles are reflected in our monthly and annual reporting on State finances,
audits of state and local government entities, collection of overdue debts to the State, and
other operations of the State Controller's Office. In addition, | authorized an independent
performance audit of the entire State Controller's Office. The purpose of this audit was to
conduct a top-to-bottom review of the department to identify where costs could be cut and
services improved. Based on the audit findings, we have developed a plan for our own
department that will save millions in tax dollars and allow us to deliver better customer
service with less staff. This is just one example of the actions government — at all levels —
needs to take to assure we have the resources to continue meeting our challenges in the future

To help us toward the goal of improving how government operates, | remain strongly
committed to the enactment of legislation to require zero-based budgeting for State agencies.
This effort to completely reform the budget process nearly succeeded in the past legislative
session, when it passed unopposed in the Legislature. Even though the bill was vetoed, |
continue to believe that this common-sense approach to allocating tax dollars is needed. It
would instill a greater degree of accountability and provide the incentive for government to do
more with less.

This report has been prepared based on nationally recognized standards. It is presented in
three sections: Introductory, Financial, and Statistical. The Introductory Section includes this
letter of transmittal and my financial overview. The overview presents a summary of financial
data that is useful in evaluating the fiscal condition of the State. The Financial Section
includes the general purpose financial statements and notes to the financial statements. The
Financial Section also includes the combining fund and account group financial statements
and schedules, which are presented for the purpose of additional analysis. The Statistical
Section includes selected financial and demographic information, generally presented on a
multi-year basis.



Responsibility for the accuracy of data, and the completeness and fairness of the
presentation, including all disclosures, rests with the State. To the best of our knowledge and
belief, the enclosed data are accurate in all material respects and are reported in a manner that
fairly presents the financial position and operation of the various funds, account groups, and
component units of the State.

This CAFR could not have been prepared without the generous assistance and
cooperation of all state agencies. We wish to thank the State Auditor and his staff for their
audit of the financial statements contained in this report. | also am extremely grateful to my
staff for their hard work and professionalism.

Sincerely,

KATHLEEN CONNELL
California State Controller
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ECONOMIC OUTLOOK

The current economic outlook for California is the best it has
been in more than six years. The State is producing jobs at a
higher rate than the nation as a whole, and the unemployment
rate continues to fall. By November 1995, the State had replaced
the 500,000 jobs lost during the 1990-93 recession; by
September 1996, employment in the State was almost 300,000
jobs above the 1990 peak. The lack of jobs that triggered the out-
migration of workers and dampened the recovery of the housing
industry appears to be turning around. This will be beneficial not
only to the growth of employment in construction, but to other
sectors as well. The California index of leading indicators has
been climbing steeply since June of 1995, and the September
1996 reading indicates that economic growth in the State should
remain strong throughout the next 12 months.

Population growth in California is typically higher than for the
nation as a whole. As a consequence of the recession in the first
three years of this decade, the rate of California’s population
growth has dropped to about 1% annually, paralleling that of the
nation. In the next three years, the rate of population growth will
probably rise to exceed the rate of the nation as a whole, with an
average of about 1.2% annually.

Although the State’'s unemployment rate is high compared to
that of the rest of the United States, it has been dropping rapidly
over the past two years. In September 1996, it dropped to 7% —
the lowest reading since January 1991. California’s
unemployment rates may remain higher than the national
average over the next two years, but that will be partially due to
current residents who choose to re-enter the labor force.
However, as higher proportions of Californians enter the job
force, per capita income and tax revenue growth will continue to
be strong in California.

The distribution of California’s non-farm employment by industry
is similar to that of the United States as a whole. For both the
State and the nation, the primary changes in the distribution of
employment by industry over the past two decades have been the
decline in manufacturing and the rise in service employment.
Service employment, the largest sector of the economy, employs
27% of all California workers. In the past six years, construction
employment in California has declined relative to the economy as
a whole, but this is projected to be only a temporary change.

Significant employment reductions also have been seen in the
fields of finance and real estate. These industries saw declines
that are related both to cyclical factors, which are temporary in
duration, and to restructuring, which will likely lead to a
permanent reduction in employment in those industries.

Xi
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MAJOR INITIATIVES
FOR THE YEAR

Xii

Though California historically has been a high income State, the
recent recession caused a sharp drop in the State's per capita
income compared to the national average. But it should be noted
that there also has been a longer trend change in California’s
national position. In 1960, per capita income in California was
23.5% above the national average. In 1990, before the recession
had peaked, per capita income in California was only 11.2%
above the national average. By 1994, per capita income had
reached a low of only 3.3% above the national average. In 1995,
however, personal income in California began to rise relative to
the nation. As employment gains raise labor force participation
rates in the next year, there will likely be a hearty resurgence of
the growth of per capita income.

During the recession, state expenditures, primarily those for
health and welfare, grew rapidly. At the same time, state
revenues fell. In the past fiscal year, there has been a complete
reversal of that pattern. Health and welfare caseloads have
begun to subside, the Legislature has approved grant reductions
in major welfare programs, and revenue growth has increased
sharply. As a result, the State has been able to repay the last of
the debt that was incurred to bridge the revenue gap created by
the recession. California also has been able to significantly
increase funding for education.

The outlook for revenues in the current fiscal year continues to
be optimistic. Despite a reduction of the top personal income tax
brackets and corporate tax rates, revenue growth continues to be
strong in 1996. During the first four months of the 1996-97
fiscal year, the three major revenue sources for the State (bank
and corporation taxes, personal income taxes, and retail sales
taxes) have shown an increase of 10.2% from the same period in
the 1995-96 fiscal year.

The gross state product of California is expected to total $959
billion in 1996 and currently represents 12.6% of the nation’'s
gross domestic product. The California economy is the seventh
largest of any political entity in the world. The State is a world
leader in the high technology industries of bio-technology,
computers, multi-media, and communications. These factors put
California in a good strategic position to maintain strong
economic growth in the future.

The 1996-97 Budget Act reflects an improvement in the near-
term fiscal outlook for California. The Budget Act eliminates the
accumulated budget deficit carried over from prior recessionary
years and provides funding increases for K-14 education.

The 1996-97 Budget Act was signed by the Governor on July 15,
1996. Projected General Fund revenues and transfers of $47.6
billion represent a 6.0% increase over the prior fiscal year.
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FINANCIAL
INFORMATION

General Fund expenditures of $47.3 billion represent a 9.0%
increase over the prior fiscal year's Budget Act expenditure
projections. The principal features of the 1996-97 Budget Act
were the following:

1. Larger-than-expected revenue gains in 1995-96 and
1996-97 resulted in major increases in the Proposition 98
minimum funding requirement. The 1996-97 budget
includes the spending of Proposition 98 funds on class size
reduction and a variety of related initiatives.

2. The 1996-97 Budget Act includes a 5% reduction in the
bank and corporation tax rate, with an effective date of
January 1997.

3. The 1996-97 Budget Act also includes a variety of
reductions to non-education spending. This includes the
extension of certain welfare grant reductions made in past
years, and the suspension of the Renters’ Tax Credit for an
additional year. These savings are partly offset by new
initiatives in local law enforcement, family planning, teen
pregnancy prevention, and new funds for higher education.

The 1996-97 Budget Act reflects the continued economic
expansion and state General Fund revenue growth outlook, and
therefore contains no new tax increases.

Since the passage of the state budget, the federal government
has passed, and the President has signed into law measures to
enact federal welfare reform. These measures could result in
either cost increases or decreases in state welfare programs
during 1996-97, depending on how they are implemented in
California. These potential effects are not likely to be major in the
current year, but will have a variety of state-level fiscal impacts
— especially in future years.

The passage of the 1997 federal budget could also have an effect
on California’s budget. Although funding was authorized in
federal immigration reform legislation for Medi-Cal services to
undocumented persons, the 1997 federal budget does not
appropriate any of the additional federal funds assumed in the
State’s budget for this purpose.

Reporting Entity: The financial reporting entity of the State
includes all the funds and account groups of the primary
government as well as all of its component units. Component
units are legally separate entities for which the primary
government is financially accountable. Blended component units,
although legally separate entities, are, in substance, part of the
primary government’s operations and are included as part of the
primary government. Accordingly, the building authorities are
reported within the capital projects funds of the primary
government. The lease agreements, amounting to $320 million
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between the building authorities and the State, have been
eliminated from the combined balance sheet. Instead, only the
underlying fixed assets and the debt used to acquire them are
reported in the appropriated account groups. Discretely
presented component units are reported in separate columns in
the combining financial statements to emphasize that they are
legally separate from the primary government and to differentiate
their financial position, results of operations, and cash flows
from those of the primary government. The University of
California and various Authorities are reported as discretely
presented component units.

Budgetary Controls: Annually, the State Legislature prepares a
budget that contains estimates of revenues and expenditures for
the ensuing fiscal year. This budget is the result of negotiations
between the Governor and State Legislature. Throughout the
fiscal year, adjustments in the form of budget revisions,
executive orders, and financial legislation agreed to by the
parties are made to the budget. The Controller is statutorily
responsible for maintaining control over revenues due the State
and the expenditure of each appropriation contained in the
budget. Budgeted appropriations are the expenditure authori-
zations that allow state agencies to purchase or create liabilities
for goods and services.

The State’s accounting system provides the Controller’'s Office
with a centralized control record system to fully account for each
budgeted appropriation, including its unexpended balance, and
for all cash receipts and disbursements. The accounting system
is decentralized in that the detail of each control account is
maintained at the agency level. During the fiscal year, the control
accounts and agency accounts are maintained and reconciled on
a cash basis. At the end of the fiscal year, each agency prepares
annual accrual reports for receivables and payables. The
Controller’'s Office combines its control accounts with the agency
accrual reports to prepare the Budgetary/Legal Basis Annual
Report and Budgetary/Legal Basis Annual Report Supplement.
The methods of accounting for expenditures and revenues in this
report are governed by state laws and regulations that, in some
cases, are not in full agreement with generally accepted
accounting principles. The information in the State's
Comprehensive Annual Financial Report presents a consolidation
of the amounts in the Budgetary/Legal Basis Annual Report and
adjustments to the account balances to conform to generally
accepted accounting principles.

Internal Controls: The State has established an internal control
structure designed to ensure that the assets of the government
are protected from loss, theft, or misuse, and to ensure that
adequate accounting data are compiled to allow for the
preparation of financial statements in conformity with generally
accepted accounting principles. The internal control structure is
designed to provide reasonable, but not absolute, assurance that
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REVENUES 1995-96
General, Special Revenue, and
Capital Projects Funds

Intergovernmental
30.4 %

REVENUE
by SOURCE
General, Special Revenue, and
Capital Projects Funds
(Amounts in billions)

$90

$80
$70

$60
$50
$40
$30
$20
$10

$0

1992 1993 1994 1995 1996
[ ] other

|:| Intergovernmental

B Taxes

these objectives are met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should
not exceed the benefits likely to be derived, and (2) the
valuation of costs and benefits requires estimates and
judgments by management. In addition, the government
maintains extensive budgetary controls. The objective of
these controls is to ensure compliance with legal
provisions embodied in the annual appropriated budget
approved by the Legislature.

General Government Functions: The government
provides a full range of services including education,
health and social services, transportation, law, justice,
public safety, recreation, resource development, and
public improvements. These general goverment functions
are accounted for in the State’'s General Fund, special
revenue funds, and capital projects funds.

1995-96 Revenues: Table 1 presents a summary of General
Fund, special revenue funds, and capital projects funds revenues
for the year ended June 30, 1996. Revenues for the State’s
General Fund, special revenue funds, and capital projects funds
totaled $79.9 billion for the fiscal year ended June 30, 1996.
This was an increase of $5.7 billion, or 7.6%, over the previous
year. The major components of this change were tax and
intergovernmental revenues. Tax revenues increased $3.9 billion,
or 8.6%, over the previous year. Intergovernmental revenue
would have shown a decrease of $1.1 billion except for the
inclusion of $2.5 billion of federal receipts related to food stamps,
which are being reflected in the statements for the first time.

Table 1

Schedule of General Fund, Special Revenue Funds, and Capital
Projects Funds Revenues

Year Ended June 30, 1996 (Amounts in thousands)

Percent Increase Percent of
1995-96 of (Decrease) Increase
Revenues Amount Total from 1994-95 (Decrease)
TAXES.eiivieieieeieeeiee e, $ 48,806,164 61.1 % $ 3,865,968 8.6 %
Intergovernmental................ 24,337,762 30.4 1,404,682 6.1
Other:
Licenses and permits........ 2,938,539 3.7 106,023 3.7
FEES...iiiiiiiieieeeesie 1,499,821 1.9 130,761 9.6
974,427 1.2 290,008 42.4
INterest.......coevvevvenennenn. 495,887 0.6 (42,772) (7.9)
Penalties.........c.ccooevreenenns 402,445 0.5 (82,792) (17.1)
Charges for services......... 388,700 0.5 (7,113) (1.8)
Natural resources.............. 73,038 0.1 3,150 4.5
Total. oo $ 79,916,783 100.0 % $ 5,667,915 7.6

XV
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EXPENDITURES 1995-96
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Five-Year Trend: Total revenues for the General Fund,
special revenue funds, and capital project funds have
increased from $65.4 billion in 1992 to $79.9 billion in
1996. This was an increase of $14.5 billion, or 22.1%.
This trend of increasing revenue is mainly attributable to
an increase of intergovernmental transfers, which have
grown from $18.1 billion in 1992 to $24.3 billion in 1996,
which was an increase of $6.2 billion, or 34.3%.
Revenues for the five-year period increased $7.2 billion,
$5.7 billion, $2.4 billion, $0.8 billion and $5.7 billion in
fiscal years 1991-92, 1992-93, 1993-94, 1994-95 and
1995-96, respectively.

1995-96 Expenditures: Table 2 presents a summary of
General Fund, special revenue funds, and capital projects
funds expenditures for the year ended June 30, 1996.
Expenditures for the State’'s General Fund, special revenue
funds, and capital projects funds totaled $78.8 billion for the
fiscal year ended June 30, 1996. This was an increase of 6.2%,
or $4.6 billion, over 1995. Changes in expenditures by function
from the last fiscal year levels are presented in Table 2. The
major components of the 1995-96 change from the prior fiscal
year is attributable to expenditures for health and welfare,
education, and capital outlay. Health and welfare expenditures
increased $2.7 billion over the previous year, of which $2.5
billion was caused by the inclusion of food stamp expenditures
which are being reflected in the statements for the first time.

Table 2

Schedule of General Fund, Special Revenue Funds, and Capital
Projects Funds Expenditures

Year Ended June 30, 1996 (Amounts in thousands)

Percent Increase Percent of
1995-96 of (Decrease) Increase
Function Amount Total from 1994-95 (Decrease)
Health and welfare................. $ 36,001,362 457 % $ 2,665,646 8.0 %
Education.........ccccceeieeninnnnnne 23,978,493 30.4 1,209,137 5.3
Business and
transportation............ccceeeueee 5,599,561 7.1 100,128 1.8
General government.............. 3,186,959 4.0 (708,810) (18.2)
Correctional programs............ 3,692,696 4.7 402,503 12.2
Other:
Debt service.........cccceevueenn. 2,218,273 2.8 (38,880) @.7)
Resources.........ccccvvvvenninen. 1,823,369 23 87,527 5.0
State and consumer
SEIVICES....oviiiiieeerireeeiinns 675,912 0.9 (17,067) (2.5)
Property tax relief................ 470,127 0.6 (5,483) (1.2)
Capital outlay.............ccceueee. 1,160,361 15 895,770 338.6
Total. e $ 78,807,113 100.0 % $ 4,590,471 6.2
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Education expenditures increased by $1.2 billion, which was
primarily related to an increase in the average daily attendance.
In addition, this year’s General Fund expenditures include the
cost of the construction or acquisition of general fixed assets
acquired through capital leases. Therefore, capital outlay
increased by $896 million, of which $840 million was related to
new capital leases used to acquire fixed assets.

Five-Year Trend: Total expenditures for the General Fund,
special revenue funds, and capital projects funds have
increased from $70.3 billion in 1992 to $78.8 billion in 1996.
This is an increase of $8.5 billion, or 12.1%. This trend of
increasing expenditures is mainly attributable to the increase
in health and welfare expenditures, from $28.1 billion in
1992 to $36.0 billion in 1996. This is an increase of $7.9
billion, or 28.1%. In aggregate, expenditures for the five-year
period increased (decreased) $8.2 billion, $(423) million, $3.0
billion, $1.4 billion, and $4.6 billion in fiscal years 1991-92,
1992-93, 1993-94, 1994-95, and 1995-96, respectively.

Debt Administration: On July 30, 1996, Standard and Poor’s
Rating Group raised its bond rating for California from “A” to
“A+,” and in February 1996, Fitch Investors Services raised its
rating from “A” to “A+.” Moody's Investors Service rating is “Al.”

General Obligation Bonds: General obligation bond debt, which
is backed by the full faith and credit of the State, decreased from
$19.1 billion on June 30, 1995, to $18.2 billion on June 30,
1996. This change reflected a decrease of $871 million, or 4.6%.

Five-Year Trend: Total outstanding general obligation bonds
have increased from $15.9 billion in 1992 to $18.2 billion in
1996. This is an increase of $2.3 billion, or 14.5%. This trend
of increasing bonded debt is mainly attributable to an
increase in bonds for education purposes. The cumulative
balance of these bonds has grown from $4.9 billion in 1992
to $7.6 billion in 1996, which reflects an increase of $2.7
billion, or 55.1%. In aggregate, general obligation bonds for
the five-year period increased (decreased) $3.4 billion, $1.7
billion, $0.8 billion, $0.7 billion, and $(0.9) billion in fiscal
years 1991-92, 1992-93, 1993-94, 1994-95, and 1995-96,
respectively.

Debt Service: Principal retirement expenditures for the State’'s
General Fund, special revenue funds, and capital projects funds
totaled $1.0 billion for the fiscal year ended June 30, 1996. This
change reflected an increase of $86 million, or 9.0%, over the
previous year. Interest and fiscal charges for these funds totaled
$1.2 billion for the fiscal year ended June 30, 1996. This was a
decrease of $125 million, or 9.4%.

Five-Year Trend: General Fund, special revenue funds, and
capital projects funds principal retirement expenditures

XVii
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increased from $523 million in 1992 to approximately $1.0
billion in 1996, which was an increase of $518 million or
99.0%. Interest and fiscal charges increased from $910
million in 1992 to approximately $1.2 billion in 1996, which
was an increase of $269 million, or 29.3%.

Cash Management Policies and Practices: Cash temporarily
idle during the year was invested in the Pooled Money
Investment Account (PMIA). The investment of the PMIA is
restricted by law to the following categories: U.S. Government
securities, securities of federally sponsored agencies, domestic
corporate bonds, bank notes, interest-bearing time deposits in
California banks and savings and loan associations, prime
commercial paper, repurchase and reverse repurchase
agreements, security loans, bankers’ acceptances, negotiable
certificates of deposit, and loans to various bond funds. The
average daily investment balance for fiscal year 1995-96
amounted to $26.6 billion, with an average effective yield of
5.8%. For the 1994-95 fiscal year, the average daily investment
was $26.8 billion and the average effective yield was 5.53%.

The Pooled Money Investment Board’s 40th Annual Report for
Fiscal Year 1995-96 disclosed that the total earnings of the
PMIA in the 1995-96 fiscal year amounted to $1.5 billion. Of this
amount, $282 million was distributed to the General Fund, $662
million to special funds, $570 million to local governments, $2
million to the Public Employees’ Retirement System, and $3
million to the State Teachers’ Retirement System. The Pooled
Money Investment Account Portfolio is shown in Table 3.

Table 3

Pooled Money Investment Account Portfolio
Year Ended June 30,1996 (Amounts in thousands)

Average Percent Average
Daily of Annual Effective
Function Portfolio Portfolio Earnings Yield
Money market..........ccccovvninnene $ 12,740,224 479 % $ 731,133 5.7 %
Government securities............... 10,901,538 40.9 608,191 5.6
Corporate bonds..........cccccceenee 1,271,004 4.8 79,233 6.2
Loans to other funds.................. 1,537,975 5.8 88,001 5.7
Repurchase agreements............ 183,166 0.7 10,289 5.6
Time deposits.........coevverireennenn: 351,060 13 19,416 5.5
Reverse repurchase
agreements.......coocveeveeneeeneenn, (361,771) (1.4) 10,289 (2.8)
TOtal e $ 26,623,196 100.0 % $ 1,546,552 5.8

General Fund Balance: The State’s General Fund ended fiscal
year 1995-96 with a budgetary fund balance of $1.1 billion and a
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negative fund balance of $769 million using generally accepted
accounting principles. The budgetary fund balance is made up of
$2.2 billion in reserves and a deficit of $1.1 billion in the
unreserved-undesignated portion of the fund balance. The
reserves represent that portion of the fund balance that is not
available for appropriation or that is legally set aside for specific
uses. The unreserved-undesignated portion represents the
amount available without restrictions to fund the subsequent
year's budget. Because there was a deficit, no carry-over funds
from the fiscal year 1995-96 are available to finance the fiscal
year 1996-97 budgetary plan. In addition, the General Fund
needs to increase $1.1 billion before funds become available for
use as previously designated.

The Special Fund for Economic Uncertainties (the “rainy day
fund”) was fully depleted, leaving a zero balance at the end of the
fiscal year. Annually, an amount is appropriated in the General
Fund to replenish the fund. This fund, as the name implies,
provides the monies for those necessary expenditures
throughout the year that have not been anticipated or provided
for in the annual budget. It also provides relief, to the amount of
its available funds, for any budgeted revenue shortfalls. The
Controller of the State of California is required to transfer to this
fund the lesser of the following amounts: (1) the difference
between the State’s “appropriations subject to limitation” for the
fiscal year that ended, and its “appropriation limit” as defined in
the Budget Act for that fiscal year, and (2) the unencumbered
balance in the General Fund.

Proprietary Operations: Proprietary fund types present
financial data on state activities that are similar to those found
in the private sector. Users are charged for the goods or services
provided.

Enterprise funds account for goods or services provided to the
general public on a continuing basis when the cost involved is to
be financed or recovered primarily by user charges. Enterprise
funds earned approximately $3.9 billion in operating revenues
and had $2.8 billion in operating expenses for the year ended
June 30, 1996.

Internal service funds account for state activities that provide
goods and services to other state departments or agencies on a
cost reimbursement basis. Internal service funds earned
approximately $1.1 billion in operating revenues and had $1.2
billion in operating expenses for the year ended June 30, 1996.

Fiduciary Operations: Fiduciary fund types are used to account
for assets held by the State as a trustee or agent. The State
reports three fiduciary fund types: expendable trust funds, which
account for assets held in a trustee capacity when both principal
and income (earnings on principal) may be expended in the
course of a fund’'s designated operations; pension trust funds,

XViv
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which account for transactions, assets, liabilities, and net assets
available for plan benefits of the retirement systems; and agency
funds, which account for assets held by the State and where the
State acts as an agent for individuals, private organizations,
other governments, or other funds. Expendable trust funds
earned approximately $7.7 billion in revenues and had $6.8
billion in expenditures for the fiscal year ended June 30, 1996.
Pension funds had $26.9 billion in additions and $7.0 billion in
deductions to the net assets available for plan benefits. Agency
funds had assets and liabilities of $29.1 billion as of June 30,
1996.

Risk Management: The State has elected, with a few exceptions,
to be self-insured against loss or liability. The State generally
does not maintain reserves. Losses are covered by appropriations
in the year in which the payment occurs. Workers’ compensation
benefits for self-insured agencies are initially paid by the State
Compensation Insurance Fund. The State Compensation
Insurance Fund estimated the liability for future workers’
compensation claims against the State’s self-insured agencies to
be approximately $733 million as of June 30, 1996. The liability
of $89 million is being reported in the General Fund, $58 million
in special revenue funds, $20 million in proprietary funds, and
$566 million in the general long-term obligation account group.

Independent Audit: State statutes require an annual audit of
the general purpose financial statements of the State. To meet
this requirement, the State Auditor has examined the
accompanying financial statements in accordance with
government auditing standards issued by the Comptroller
General of the United States and generally accepted auditing
standards. The auditor’s report on the general purpose financial
statements and combining and individual fund statements and
schedules is included in this report.

The State of California is required to undergo an annual single
audit in conformity with the provisions of the Single Audit Act of
1984 and the U.S. Office of Management and Budget's Circular
A-128, Audits of State and Local Governments. Generally
accepted auditing standards and the standards set forth in the
General Accounting Office’s Governmental Auditing Standards
were used by the auditors in conducting the engagement.
Information related to this single audit, including a schedule of
federal financial assistance, the independent auditor’s report on
internal controls and compliance with applicable laws and
regulations, and a schedule of findings and questioned costs are
included in a separately issued single audit report.

Acknowledgements: The preparation of this report could not
have been accomplished without the efficient and dedicated
services of state agency accounting departments and the staff of
the State Controller’'s Division of Accounting and Reporting. We
would like to express our appreciation to all those who
contributed to the preparation of this report.
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CALIFORNIA STATE AUDITOR

KURT R. SJOBERG MARIANNE P EVASHENK
STATE AUDITOR CHIEF DEPUTY STATE AUDITOR

Independent Auditors’ Report

THE GOVERNOR AND THE LEGISLATURE OF THE
STATE OF CALIFORNIA

We have audited the general purpose financial statements of the State of California as of
and for the year ended June 30, 1 996, as listed in the table of contents. These general
purpose financial statements are the responsibility of the State’s management. Our
responsibility is to express an opinion on these general purpose financial statements based
on our audit. We did not audit the financial statements of the pension trust funds, which
reflect total assets constituting 82 percent of the fiduciary funds. We also did not audit
the financial statements of certain enterprise funds, which reflect total assets and
revenues, constituting 86 percent and 90 percent, respectively, of the enterprise funds. In
addition, we did not audit the University of California funds. Finally, we did not audit the
financial statements of certain component unit authorities, which reflect total assets and
revenues, constituting 97 percent and 95 percent, respectively, of the component unit
authorities. The financial statements of the pension trust funds, certain enterprise funds,
the University of California funds, and certain component unit authorities referred to
above were audited by other auditors whose reports have been furnished to us, and our
opinion, insofar as it relates to the amounts included for these funds and entities is based
solely upon the reports of the other auditors.

We conducted our audit in accordance with government auditing standards issued by the
Comptroller General of the United States and generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the general purpose financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the general purpose financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall general purpose financial statement
presentation. We believe that our audit and the reports of the other auditors provide a
reasonable basis for our opinion.

In our opinion, based upon our audit and the reports of other auditors, the general
purpose financial statements as listed in the table of contents present fairly, in all material
respects, the financial position of the State of California as of June 30, 1996, and the
results of its operations and the cash flows of its proprietary funds and component unit
authorities for the year then ended, in conformity with generally accepted accounting
principles.

BUREAU OF STATE AUDITS
660 J Street, Suite 300, Sacramento, California 95814 Telephone (916) 445-0255 Fax: (916) 327-0019



Our audit was conducted for the purpose of forming an opinion on the general purpose
financial statements taken as a whole. The combining financial statements and schedules
listed in the accompanying table of contents are presented for purposes of additional
analysis and are not a required part of the general purpose financial statements of the
State of California. Such information has been subjected to the auditing procedures
applied in the audit of the general purpose financial statements and, in our opinion, based
upon our audit and the reports of other auditors, is fairly presented in all material respects
in relation to the general purpose financial statements taken as a whole.

We did not audit the data included in the introductory and statistical sections of this
report, and accordingly, we express no opinion on them. In accordance with
government auditing standards, reports on the State’s internal control structure and on its
compliance with laws and regulations will be issued in our single audit report.

BUREAU OF STATE AUDITS

PHILIP J. JELI&W

Deputy State Auditor

November 27, 1996

CALIFORNIA STATE A UDITOR
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State of California

Combined Balance Shest

All Fund Types, Account Groups, and
Discretely Presented Component Units

June 30, 1996

(Amounts in

ASSETS:

thousands)

Cash and pooled investments (Note 3).......c.cccoovvvrnnnenenee

Investments
Amount on d
Receivables

Due from other funds (Note 4)..
Due from primary government..

(NOLE 3.
eposit with U.S. Treasury..........cccccovevniennne
(NEt).eeieiee e

Due from other governments...........cccocveeeiieeeeieeeesieee s
Prepaid itemS........oocveiiiieee e
Food stamps (NOte 1B)........cccueeiiieniiiiiieiie e
INVENLONIES, At COSL....vvviiieiiiiiiiiii et
Net investment in direct financing leases (Note 6)..............
Advances and loans receivable.............ccccoovieiiiiiniiiiienen.
Deferred Charges..........ooiiiiiiiii e

Fixed assets
Other assets

(NOLE 7).t

Amount to be provided for retirement
of long-term obligations.............cccceviiniiiiciicc

TOtal ASSEES..iiiiiei it ce e e

Governmental Fund Types

Proprietary Fund Types

Special Capital Internal

General Revenue Projects Enterprise Service
141,230 $ 3,321,793 $ 56,245 $ 3,148,359 $ 181,425
— — 2,955 3,682,138 —
78,026 352,842 1,278 98,252 2,299
4,824,173 2,815,372 72,542 241,647 276,089
161,494 4,507,110 13 66,419 17,022
— — — 26,018 13,380
— 504,262 — — —
— — — 22,471 79,667
— — — 4,153,448 —
762,497 1,300,670 — 2,858,580 —
— — — 1,069,593 —
— — — 5,460,420 248,354
1,041 227,164 148 59,327 9,147
5,968,461 $13,029,213 $ 133,181 $20,886,672 $ 827,383

The notes to the financial statements are an integral part of this statement.
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Fiduciary Total Total
Fund Type Primary Component Units Reporting
Trust General General Government University Special Entity
and Fixed Long-Term (Memorandum of Purpose (Memorandum
Agency Assets Obligations Only) California Authorities Only)
$ 16,956,574 $ — 3 — 8 23,805,626 $ 51,603 $ 614,114 % 24,471,343
165,533,261 — — 169,218,354 32,299,038 6,893,781 208,411,173
2,914,135 — — 2,914,135 — — 2,914,135
11,257,385 — — 11,790,082 1,426,708 216,999 13,433,789
6,982,839 — — 15,212,662 138,250 739 15,351,651
— — — — 111,249 13,511 124,760
656,530 — — 5,408,588 107,531 — 5,516,119
22,862 — — 62,260 — — 62,260
— — — 504,262 — — 504,262
— — — 102,138 98,123 — 200,261
— — — 4,153,448 — — 4,153,448
1,405,426 — — 6,327,173 — 3,736,134 10,063,307
— — — 1,069,593 57,535 3,934 1,131,062
— 15,027,958 — 20,736,732 13,447,986 531,456 34,716,174
124,960 — — 421,787 3,675 813,305 1,238,767
— — 20,471,193 20,471,193 — — 20,471,193
$ 205,853,972 $ 15,027,958 $ 20,471,193 $ 282,198,033 $ 47,741,698 $ 12,823,973 $ 342,763,704
(Continued)

The notes to the financial statements are an integral part of this statement. 7



State of California

Combined Balance Shest

All Fund Types, Account Groups, and
Discretely Presented Component Units

June 30, 1996
(Amounts in thousands)

Governmental Fund Types

Proprietary Fund Types

Special Capital Internal
General Revenue Projects Enterprise Service
LIABILITIES:
ACCOUNLS PAYADIE.......ceiieiiieieeieie e $ 824242 $ 956,297 $ 20,309 $ 217,093 $ 90,638
Due to other funds (NOE 4).......cccvviieriiiiieiiceee e 4,205,258 4,161,421 35,553 335,898 117,910
Due to component units (NOte 4).........ccceevveereiiiicnieeieenenn 182,122 85,955 — 2,579 18,884
Due to other goOVernmMEeNtS.........cocuvvvierieeiicniceie e 1,035,121 1,521,657 5,493 106,405 51
Dividends payable..........ccooiiiieiiie e — — — — —
Deferred revenue (Note 1B)........ccccooiiiiiiiiieiiiiieiiiie e — 504,262 — — —
Advances from other funds..............ccoeviiiiiiiic, 343,378 42,664 1,138 199,777 94,886
TaX OVEIPAYMENTS. .....vveeiiriee e e e e e — 5,818 — — —
Benefits payable....... . — — — 83,059 —
DepOSIitS......ccvvveiieriieiieiiene 6 13,358 — 6,438 1,796
Contracts and notes payable..........ccooeoviiiiiiiieniiee e, — — — 653 57,437
Lottery prizes and annUItIeS. ..........ccorveeeiieeeiiiie e — — — 2,526,650 —
Compensated absences payable (Note 9)..........ccceevvveeennnn. 94,633 — — 32,448 36,694
Certificates of participation, commercial paper,
and other borrowings (Note 10,11)........ccccocevevieniveeneennene — — — 21,000 —
Net assets available for benefits..........c.cccoviniiiniincnnn, — — — — —
Capital lease obligations (Note 12).........ccccceeeriiiiieniieeenninenn. — — — 313 32,334
Advance COlIECHiONS...........coccieiiiiiii e 22,761 86,721 196 347,857 144,222
General obligation bonds payable (Note 14)............cccocueennee — — — 3,982,285 —
Revenue bonds payable (NOte 15)........cccceveereeinieiniiiiiiiennns — — — 8,418,904 —
Interest payable...........ccove e — — 19,882 175,071 —
Other IabilItIeS. .....c..oviiiiii e 29,720 45,873 — 14,753 4,991
Total LiabilitieS. ..o 6,737,241 7,424,026 82,571 16,471,183 599,843
FUND EQUITY AND OTHER CREDITS:
Contributed capital (Note 1K,17C).......cceeriiereiiiieeiiieeeiieeenns — — — 216,247 112,239
Investment in general fixed assets (Notes 1K,7).......c.ccccveenn. — — — — —
Retained earnings:
Reserved for regulatory requirements (Note 1K)................ — — — 142,492 —
unreserved (NOte 1K).......coooeiiiiiiiiiiieeeniiee e — — — 4,056,750 115,301
Total Retained EarningS........ccccoveveeeniieeniiieeeniiieeens — — — 4,199,242 115,301
Fund balances:
Reserved for:
Encumbrances (Note 1K).......ccccoviiiriiiieniniiieeiiie e 450,821 1,623,118 116,074 — —
Advances and loans (Note 1K)........cccocceeeiiiieeniieeeiienens 762,497 1,300,670 — — —
Employees’ Pension Benefits (Note 1K)..........cccceervneenne. — — — — —
Continuing appropriations (Note 1K).........cc.ccceevveeennnnen. 123,036 3,233,571 28,442 — —
Other specific purposes (Notes 1K,17A) — — — — —
Total RESErVed.......ccooviiiiiiiieieieeceee e 1,336,354 6,157,359 144,516 — —
Unreserved:
Undesignated (Deficit) (Note 1K).......cccccevveinieriieninnnn (2,105,134) (552,172) (93,906) — —
Total Fund Equity and Other Credits (Deficit)
(NOtES 1K, 17B)...ciiiieiiriiieeiresieenie e (768,780) 5,605,187 50,610 4,415,489 227,540
Total Liabilities, Fund Equity, and Other Credits.... $ 5,968,461 $13,029,213 133,181 $20,886,672 $ 827,383

8 The notes to the financial statements are an integral part of this statement.
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The notes to the financial statements are an integral part of this statement.

Fiduciary Total Total
Fund Type Primary Component Units Reporting
Trust General General Government University Special Entity
and Fixed Long-Term (Memorandum of Purpose (Memorandum
Agency Assets Obligations Only) California Authorities Only)
$ 6,716,800 $ — % — % 8,825,379 1,390,451 $ 115,242 10,331,072
6,356,618 — — 15,212,658 138,250 743 15,351,651
2,519 — — 292,059 — — 292,059
14,182,635 — — 16,851,362 — — 16,851,362
— — — — — 60,000 60,000
— — — 504,262 — — 504,262
644,760 — — 1,326,603 — — 1,326,603
1,249,041 — — 1,254,859 — — 1,254,859
774,002 — — 857,061 — 4,619,802 5,476,863
3,262,546 — — 3,284,144 493,096 833 3,778,073
— — — 58,090 — 48,853 106,943
— — — 2,526,650 — — 2,526,650
— — 1,156,073 1,319,848 277,121 24,439 1,621,408
— — 260,395 281,395 856,742 — 1,138,137
— — — — 27,509,751 — 27,509,751
— — 2,993,592 3,026,239 1,180,593 — 4,206,832
83,371 — — 685,128 — 230,098 915,226
— — 14,224,172 18,206,457 — — 18,206,457
— — 239,395 8,658,299 1,866,750 4,337,755 14,862,804
— — — 194,953 — 114,804 309,757
1,160,267 — 1,597,566 2,853,170 — 822,284 3,675,454
34,432,559 — 20,471,193 86,218,616 33,712,754 10,374,853 130,306,223
— — — 328,486 — — 328,486
— 15,027,958 — 15,027,958 9,712,306 — 24,740,264
— — — 142,492 — 516,893 659,385
— — — 4,172,051 — 1,932,227 6,104,278
— — — 4,314,543 — 2,449,120 6,763,663
3 — — 2,190,016 — — 2,190,016
505,864 — — 2,569,031 — — 2,569,031
165,272,217 — — 165,272,217 — — 165,272,217
— — — 3,385,049 — — 3,385,049
5,643,329 — — 5,643,329 2,163,865 — 7,807,194
171,421,413 — — 179,059,642 2,163,865 — 181,223,507
— — — (2,751,212) 2,152,773 — (598,439)
— 15,027,958 — 24,558,004 14,028,944 2,449,120 41,036,068
$ 205,853,972 $ 15,027,958 $ 20,471,193 $ 282,198,033 47,741,698 $ 12,823,973 342,763,704
(Concluded)



State of California

Combined Statement of Revenues, Expenditures,

and Changesin Fund Balances
All Governmental Fund Types and Expendable Trust Funds

Year Ended June 30, 1996
(Amounts in thousands)

REVENUES:

Intergovernmental...........c.ccocveiiiiiicniciiie e
Licenses and permits.........cccceeveeeinieeeniiee e,
Natural reSOUICES........ccvevririeriiriieiineeee e
INSUrance PremMiumMS..........oovevereeieneereseeeenene
Charges for SEIVICES.........ccovvuveriiiiienieeee e

Penalties...
Interest..

Total REVENUES.......ccevvveeeeeeecieeeee e

EXPENDITURES:

Current:
General governmeNt.........coceevveeieeeiieenneeneenen,
Education...............
Health and welfare
RESOUICES.......oiiiiiiiiiiiee e
State and cONSUMEr SErVIiCes..........ceevveerieenne.
Business and transportation...............ccooevveenns
Correctional programs............cocceevveeneeneeenenns
Property tax relief...........ccoceiiiiiiies

Capital outlay...........eeeviviiiiiieeiee e

Debt service:
Principal retirement...........c.cccoveiieniiiieennens
Interest and fiscal charges............cccccoevenneene

Total EXpendituresS........ccceevevreniieeeesieeeen,
Excess (Deficiency) of Revenues

Over (Under) Expenditures...........cccoc....

OTHER FINANCING SOURCES (USES):
Proceeds from general obligation bonds,
commercial paper, and capital leases..............
Proceeds from refunding bonds............cc.ccccueene
Operating transfers iN...........cccocveveiiecneinieee.
Operating transfers out.............ccoceveiieniienecineens
Transfers out - component unit.............cccceeeiveenn.
Payment to refunding bond escrow agent...........

Total Other Financing Sources (Uses)......

Excess of Revenues and Other Financing
Sources Over (Under) Expenditures and

Other Financing USEesS.........ccccovviiieiiiiniiiieenne
Fund Balances (Deficit), July 1, 1995..................
Fund Balances (Deficit), June 30, 1996..............

10

Fiduciary Total

Governmental Fund Types Fund Types Primary
Government
Special Capital Expendable  (Memorandum

General Revenue Projects Trust Only)
$ 44,658,962 $ 4,147,202 $ — $ 5,448,653 $ 54,254,817
— 24,337,762 — — 24,337,762
110,128 2,828,411 — — 2,938,539
72,985 53 — — 73,038
— — — 756,138 756,138
136,735 251,965 — 9,138 397,838
265,358 1,234,463 — 43,449 1,543,270
155,012 247,433 — 24,129 426,574
341,521 150,351 4,015 298,997 794,884
96,442 875,219 2,766 1,104,266 2,078,693
45,837,143 34,072,859 6,781 7,684,770 87,601,553
1,597,179 1,589,767 13 888,608 4,075,567
20,895,700 3,079,246 3,547 855,633 24,834,126
14,084,938 21,916,424 — 4,950,440 40,951,802
501,778 1,314,585 7,006 45,571 1,868,940
345,791 330,121 — 22,660 698,572
40,209 5,559,326 26 12,834 5,612,395
3,616,969 75,727 — — 3,692,696
467,127 3,000 — — 470,127
839,717 44,933 275,711 — 1,160,361
1,015,416 5,064 20,090 — 1,040,570
1,126,469 29,253 21,981 — 1,177,703
44,531,293 33,947,446 328,374 6,775,746 85,582,859
1,305,850 125,413 (321,593) 909,024 2,018,694
839,717 355,514 154,984 — 1,350,215
— 113,585 206,891 — 320,476
479,466 1,913,104 50,501 334,312 2,777,383
(217,440)  (2,239,842) (11,041) (310,824) (2,779,147)
(2,040,406) (19,136) (51,971) — (2,111,513)
— (113,585) (206,891) — (320,476)
(938,663) 9,640 142,473 23,488 (763,062)
367,187 135,053 (179,120) 932,512 1,255,632
(1,135,967) 5,470,134 229,730 5,216,684 9,780,581
$ (768,780) $ 5,605,187 $ 50,610 $ 6,149,196 $ 11,036,213

The notes to the financial statements are an integral part of this statement.
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Combined Statement of Revenues,
Expenditures, and Changesin Fund Balances
Budgetary Basis - Budget and Actual

All Governmental Fund Types

Year Ended June 30, 1996
(Amounts in thousands)

General Special Revenue
Variance Variance
Budget Favorable Budget Favorable
(Note 2A) Actual (Unfavorable) (Note 2A) Actual (Unfavorable)
REVENUES:
LI G T — $ 44,756,337 — — $ 153,341 —
Intergovernmental.............ccceevveeennes — — — — 21,659,268 —
Licenses and permits............cccoeeneee. — 106,576 — — 2,828,411 —
Natural resources..........coeveevveeerenen. — 71,483 — — 53 —
Charges for services.........cccceevveeennee — 50,963 — — 251,965 —
FEES.c.iiiiiiieeeeee e — 260,610 — — 1,234,047 —
Penalties.........cccceviiee i — 170,139 — — 248,039 —
INEEIeSt....oeiiiiieiiiee e — 326,823 — — 150,319 —
OtNer ... — 339,159 — — 1,107,579 —
Total Revenues — 46,082,090 — — 27,633,022 —
EXPENDITURES:
Current:
General government............ccccee.. $ 1,615,739 1,562,051 $ 53,688 $ 1,640,692 1,581,226 $ 59,466
Education............cc....... 21,987,707 21,921,078 66,629 3,005,475 2,961,970 43,505
Health and welfare 14,629,658 14,249,518 380,140 20,826,512 19,303,167 1,523,345
RESOUICES......ocviieiiiiriiceiceieei, 499,748 495,707 4,041 1,589,741 1,411,965 177,776
State and consumer services........ 362,600 345,504 17,096 371,427 330,029 41,398
Business and transportation.......... 44,550 41,448 3,102 6,345,390 5,641,500 703,890
Correctional programs................... 3,618,944 3,606,296 12,648 78,567 75,727 2,840
Property tax relief 482,208 474,179 8,029 15,800 3,000 12,800
Capital outlay.........ccccvevviriienicnncne — — — 51,969 44,933 7,036
Debt service:
Principal retirement..............cc...... 1,255,605 1,255,605 — 168,153 168,153 —
Interest and fiscal charges 923,084 897,765 25,319 100,562 100,374 188
Total Expenditures................ $ 45,419,843 44,849,151 $ 570,692 $ 34,194,288 31,622,044 $ 2,572,244
OTHER FINANCING SOURCES
(USES):
Operating transfers in............cccceeeee — 4,602,244 — — 13,477,917 —
Operating transfers out..................... — (4,481,123) — — (9,665,167) —
Bonds authorized............ccccoviiiinnins — — — — 2,025,000 —
Net Other Financing
Sources (USES)......ccceeeeunenn. — 121,121 — — 5,837,750 —
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other
Financing Uses........cccocoeiviieeennnnn. — 1,354,060 — — 1,848,728 —
Fund Balances (Deficit),
July 12,1995, — (280,209) * — — 6,229,564 —
Fund Balances (Deficit),
June 30, 1996.......cccevvrviiinieien, — $ 1,073,851 — — $ 8,078,292 —
* Restated (see Note 2) (Continued)

The notes to the financial statements are an integral part of this statement. 11



State of California

Combined Statement of Revenues,
Expenditures, and Changesin Fund Balances
Budgetary Basis - Budget and Actual

All Governmental Fund Types

Year Ended June 30, 1996
(Amounts in thousands)

Capital Projects

Variance
Budget Favorable
(Note 2A) Actual (Unfavorable)
REVENUES:
INEEIESE. . evveueeteete ettt ettt et et se et e st e e e e e s e e st e besbe s b e b e s e eseeteeteetesae e et eneeneerenrenen — 1,371 —
(@1 ] ST URP PP — 49,226 —
TOLAl REVENMUES.....coiiiiie ittt e e — 50,597 —
EXPENDITURES:

Current:

o [UTo= o) o U $ 8,404 4692 $ 3,712
RESOUICES. ..ttt s e e e s e e e e e e e e e e e e e e e e e e e e e e e e e e e e e eaaaaaaaaaaaaaaaaaaans 14,628 7,005 7,623
State aNd CONSUMET SEIVICES. ....cciceiiiiiirieeieeeieitieeeeeeeeeeitre e e e e e eeebareeeeeeesearaereeees, 46,526 16,249 30,277

(@11 o TU - PSS 331,877 312,454 19,423

Debt service:

PriNCIPal FELIrEMENT. ... i et e e e et e e st eesnaeeens 17,795 17,795 —

Interest and fiscal Charges.........ccuveiiiiii i 4,604 4,604 —

TOtal EXPENUITUIES...ccuieiieieieeieie ettt sae e eenns $ 423,834 362,799 $ 61,035
OTHER FINANCING SOURCES (USES):

Operating tranSTEIS IN........eii it rae e e — 154,973 —

Operating traNSTEIS OUL..........oiiiiiie e e e — (137,081) —

Bonds authorized — 2,975,000 —

Net Other Financing Sources (USES).......cocuiiriiriienieiiie e — 2,992,892 —
Excess of Revenues and Other Financing Sources Over (Under)

Expenditures and Other Financing Uses — 2,680,690 —
Fund Balances (Deficit), JUly 1, 1995, ...ttt — 911,076 —
Fund Balances (Deficit), June 30, 1996..........ccceriuiimiiiiiiiiieiieesie e — $ 3,591,766 —

(Concluded)
12 The notes to the financial statements are an integral part of this statement.



General Purpose Financial Statements

Combined Statement of Revenues, Expenses, and
Changesin Retained Earnings

All Proprietary Fund Types and Discretely Presented Component Units —
Special Purpose Authorities

Year Ended June 30, 1996

(Amounts in thousands)

OPERATING REVENUES:
Lottery ticket sales.................

Service and sales...................

Earned premiums (net)..........

Investment and interest..........

Contributions...................

Total Operating Revenues..

OPERATING EXPENSES:

Lottery prizes.......cccceveveeveenns

Personal services..
Supplies.....ccoceevineenn.
Services and charges..

Depreciation...........cccceevueeenne
Benefit payments....................
Interest expense............ccceeeee

Amortization (recovery) of deferred charges...........

Total Operating Expenses

Operating Income (Loss)

NONOPERATING REVENUES (EXPENSES):

Grants received..........c...........

Grants provided
Interest revenue

Interest expense and fiscal charges...........ccccccueee.

Dividends paid..........cccceveene

Lottery payments for education..............ccceevvevrennes

Income (Loss) Before Operating Transfers.....

OPERATING TRANSFERS:

Operating transfers in

Operating transfers Out...........cccocvvveeieeeiiieee e

Total Operating Transfers

Net Income (Loss)
Retained Earnings, Ju

Retained Earnings, Ju

Iy 1, 1995 .oovoooveereeeeee
ne 30, 1996.......oocooevrrmnnenn.

* Restated (see Note 1L)

Total Component Total
Primary Units Reporting

Proprietary Fund Types Government Special Entity
Internal (Memorandum Purpose (Memorandum

Enterprise Service Only) Authorities Only)
$ 2,292,325 $ — $ 2292325 $ — $ 2,292,325
971,506 1,135,979 2,107,485 105,951 2,213,436
21,159 — 21,159 1,077,384 1,098,543
302,221 — 302,221 342,740 644,961
_ — — 2,071 2,071
319,816 — 319,816 17,683 337,499
2,109 — 2,109 7,801 9,910
3,909,136 1,135,979 5,045,115 1,553,630 6,598,745
1,128,453 — 1,128,453 — 1,128,453
278,129 306,771 584,900 112,219 697,119
76,156 18,224 94,380 2,719 97,099
691,298 782,830 1,474,128 221,348 1,695,476
75,186 50,675 125,861 11,552 137,413
29,372 — 29,372 953,491 982,863
511,174 4,708 515,882 274,501 790,383
(17,978) — (17,978) 2,238 (15,740)
2,771,790 1,163,208 3,934,998 1,578,068 5,513,066
1,137,346 (27,229) 1,110,117 (24,438) 1,085,679
481 — 481 72,470 72,951
(13,276) — (13,276) (72,470) (85,746)
143,012 1,589 144,601 490,165 634,766
(188,130) (2,583) (190,713) (2,722) (193,435)
— — — (281,513) (281,513)
(815,189) — (815,189) — (815,189)
(13,946) (1,229) (15,175) (3,514) (18,689)
(2,211) — (2,211) — (2,211)
(889,259) (2,223) (891,482) 202,416 (689,066)
248,087 (29,452) 218,635 177,978 396,613
80,829 13,011 93,840 — 93,840
(88,656) (3,420) (92,076) — (92,076)
(7,827) 9,591 1,764 — 1,764
240,260 (19,861) 220,399 177,978 398,377
3,958,982 * 135,162 4,094,144 2,271,142 6,365,286
$ 4,199,242 $ 115301 $ 4,314543 $ 2,449,120 $ 6,763,663
13

The notes to the financial statements are an integral part of this statement.



State of California

Combined Statement of Cash Flows

All Proprietary Fund Types and Discretely Presented Component Units —
Special Purpose Authorities

Year Ended June 30, 1996

(Amounts in thousands) Component
Proprietary Fund Types Units
Internal Special Purpose
Enterprise Service (1) Authorities

CASH FLOWS FROM OPERATING ACTIVITIES:

OPErating iNCOME (I0SS).....c.veverrerrirestisreieeeeseste e seeseesessestessessesaeressessessesaesseneasens $ 1,137,346 $ (27,229) $ (24,438)
ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS)
TO NET CASH PROVIDED BY OPERATIONS:

Interest expense on operating debt (713) 767 274,501
Interest on investments.............ccee.... — — (73,607)
D= o] (=Tot =1 i o] o OO UU P PUPPRROTRRON 75,186 50,675 11,552
Accretion of capital appreciation DONAS............oociiiiiiiii e, 10,000 — 9,807
Provisions and alloWanCes.............ccccciiiiiiiiiiiiiiicc 2,514 — 3,067
Accrual of deferred Charges..........oocuuiiiiiieiie s (6,392) — (3,934)
Amortization of deferred Credits...... ..o (3,575) — (4,948)
AMOrtization Of dISCOUNTS..........uuiiiiiiiiiieie et e e (4,658) — 6,760
Amortization (recovery) of deferred charges...........ccccv i (32,187) — —
(@113 1] S T T TP SU PR UPTOPTURPPPPRPRN 9,579 8,191 20,176
Change in assets and liabilities:
RECEIVADIES. ... (184) (89) 12,440
Due from Other fUNGS. .........ooiiiiiii e (27,136) (12,356) (113)
Due from primary gOVEINMENL..........ccciiiiiiiiieiie ittt — — (6,730)
Due from other QOVEINMENTS. ........ccuiiiiiiiieiiiie e (19,658) (14,137) 7
Prepaid itBMS.......cooiiie e (4,096) 1,574 4)
(AN =T 01 (o] = TP PR PP PPN (2,563) (12,630) —
Net investment in direct financing [€aSes............ccceiiiiiiiiiienieee e (432,904) — —
Advances and [0ans reCceivable............cciiiiiiiiiiici 251 — —
ONEE @SSEES. ...ttt e (21,400) 283 (456,032)
ACCOUNES PAYADIE. ......eiiiiiie e 42,498 12,502 4,720
INtEreSt PAYADIE. ........ooiiiie e (4,364) — —
DUE t0 OtNEI FUNDS. ....eeiiiiieiiec e (82,154) 31,187 408
DUE t0 COMPONENE UNIES....ccuiiiiiieiiieiee ettt 1,177 (5,832) —
Due t0 Other QOVEIMMENTS. .....c.uiiiiiiiieiiie ettt 9,102 9 —
Benefits payable...........cocviiiiiii (3,533) — (271,489)
(D=7 010 1] £ TR PRTUOUPPTPPUPN 83 329 833
Lottery prizes and annUILIES. ........c..eeeiirieiiiiee it 87,627 — —
Contract and NOteS PaYADIE..........ocuii i (745) — —
Compensated absences payable.............cccooiiiiiiiiiiniiie e (171) 1,441 4,486
Capital [ease 0bligatioN............c.coiiiiiiiiiiie e 313 — —
AAVANCE COIIECHIONS.......eiiiiiiiiiiiei e (12,547) 16,762 (27,583)
Other HADINTIES. .....c.veiieiiiee e, 12,735 2,140 443,675
TOtal AQJUSTMENTS...ciiiiiiieieie e (407,915) 80,816 (52,008)
Net Cash Provided by (Used In) Operating Activities..........cccocvvriienncns 729,431 53,587 (76,446)
(Continued)

(1) Noncash Transactions are those portions of investing and financing activities that affected as-
sets and liabilities but did not result in cash receipts or payments during the period. Internal ser-
vice funds made non-cash transactions for installment purchases totaling $17 million to acquire
equipment.

14 The notes to the financial statements are an integral part of this statement.



General Purpose Financial Statements

Proprietary Fund Types

Component

Units

Internal Special Purpose
Enterprise Service (1) Authorities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
DiIVIAENAS PAIG. ...ccuteeiniiiitie ettt b et sb ettt e e naeeaneee s — — (327,013)
Advances from other fUNAS..........ccuuveiiii i) 347 10,000 —
Return of advances from other funds............ccccooiiiiiiiiiii — (2,100) —
Proceeds from revenue DONAS.............ciiiiiiiiiiiiiiic e — — 1,002,452
Retirement of general obligation DONAS...........ccooiiiiiiii e (214,365) — —
Retirement of revenue DONAS. ..........ooiiiiiiii e (65,463) — (427,560)
Interest paid on operating debt..........c.coiiiiiiiiiiii (2,917) — (257,071)
Operating tranNSTEIS IN.......ueiiiiie e ee e e et e e s nneeeeennaeeennnes 67,992 13,011 —
Operating tranSfErS OUL..........ocuiiiiiiiiciie e (82,326) — —
(1= 101 531 0170 )Y/ To [=To FO PSPPSRSO (13,276) — —
OtNEI EXPENSES. ...ttt ettt e sttt e e e sbe e e e e bt e e e e abe e e s nbe e e anreeeanneeeaas — (344) (160)
Lottery payments for @dUCALION. ...........eoiiiiiieiiieieesiie e (847,922) — —
Net Cash Provided by (Used In) Non-capital Financing Activities.............. (1,156,930) 20,567 (9,352)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Unamortized Water ProjECT COSES......cuiiriiiiiiieaiiiieesiieeesiee et et e et eennee e 1,384 — —
Acquisition of iNtangible ASSEtS..........ccuiiiiiiiiii i — (1,787) —
ACQUISItION Of fIXEA @SSEIS. ... .eiuiiiiieitie et (377,730) (48,442) (28,680)
Proceeds from sale Of fIXEd ASSELS........cciiiiuiiiiiie it 262 3,208 2,810
Advances from other fUNAS...........ccoiiiiiiiiii e, 288,669 946 —
Return of advances from other funds. ..o (314,931) — —
Proceeds from notes payable and commercial Paper...........cccevvieeeiiieeeniieeesniee e 244,454 — 3,928
Principal paid on notes payable and commercial paper..........c.cccooeeriiiiienieenieenneens (277,509) (18,164) —
Payment of capital lease 0bligations..............cocuiiiiiiiiiiiiii e — (1,915) —
Retirement of general obligation bonds.............cccociiiiiiiiiiiicc e (36,840) — —
Proceeds from revenue DONGS...........cocviiiiiiiiiiiiii e 1,303,216 — —
Retirement of revenue DONGS. ..........coiiiiiiiii e (431,195) — —
INEEIESE PRI, ....ee ettt ettt e s b e e e sanr e e e nannee e e (195,508) (3,350) (2,722)
Contributed CAPITAL.........eiieie et 1,455 1,936 —
Grants received..... 481 — —
Operating transfers in... 1,066 — —
Operating transfers out....... (1,064) — —
Payment of deferred COSES. ..o 6,070 — —
Payment to refunding bond €SCroOW agent............ccveeiiieeiiiie e (162,202) — —
ONEI COSES. ...ttt ettt ettt beenene e (1,512) (299) —
Net Cash Provided by (Used In) Capital and
Related FinanCing ACHIVITIES.........oooiiiiiiiiiiee s 48,566 (67,867) (24,664)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase Of INVESIMENTS. ........oiiiiiieiieee e e (324,738) — (109,110)
Advances and [0aNnS ProVIded. ...........couiiiieriiiiie it (12,169) (45,000) (709,861)
Collection of advances and l0@NS..........cccvveieie i 171,109 — 224,504
Proceeds from maturity and sale of investments...........ccccoviieiiiii e, 409,892 — 136,396
Interest and gaiNs 0N INVESIMENTS. ..........uiiiiiiieiiie e 135,000 2,382 563,772
Net Cash Provided by (Used In) Investing Activities... 379,094 (42,618) 105,701
Net Increase (Decrease) in Cash and Pooled Investments..........cccocceeeiiieeeniieeen, 161 (36,331) (4,761)
Cash and Pooled Investments at July 1, 1995........ccociiiiiiiieiiiiie e 3,148,198 217,756 618,875
Cash and Pooled Investments at June 30, 1996.........ccccoceeriiiiiiiiiienieniee e $ 3148359 $ 181,425 $ 614,114
(Concluded)
The notes to the financial statements are an integral part of this statement. 15



State of California

Combined Statement of Changes
In Plan Net Assets

Pension Trust Funds

Year Ended June 30, 1996
(Amounts in thousands)

ADDITIONS:
Contributions:
03T 0= SRR $ 3,808,818
[ Eo gl 14 1=T00] o 1= S PO PP SPPPRP PP 2,440,895
B ) €= UM Lo Y 1 {1 o 10N To] 4 I T TSP PPTUUPRPRUUPPN 6,249,713

Investment income:

Net appreciation (depreciation) in fair value of investments... 13,815,933

Interest, dividends, and other INVESIMENT INCOME...........ciiiiiiiiiiii e 7,164,292

LSS INVESIMENT EXPEINSE. ... teieieitiee ittt ettt ettt e e ettt e e shb e e e e ettt e e e bsee e eabe e e e aabe e e o be e e e asbe e e e s be e e sasbe e e ambb e e e asbeeeabbeeesnbneas (366,099)

Nt INVESTMENT INCOME. ittt et e et s s stassbanstansransnnnnnnns 20,614,126

1,850

TOTAI AQAITIONS ...t b e s s b e s e e e e s b e et e e sb e sea e 26,865,689
DEDUCTIONS:

BENETILS. ..ttt E et h e a e b et r e s 6,503,718

REfUNAS Of CONIIDULIONS........eiiiii ittt ettt e sb e e bt s be e e b e san e nee s 207,606

P e L1 TS (= LAY S o o= L T PP PPRN 287,216

RIo) €1l B Lo [T Yo 4o 1T PR UPP PR 6,998,540

Net Increase (Decrease) in Fund Balance Reserved for Employees’ Pension BenefitS..........cccccoviieniiiiiiieciiieens 19,867,149

Fund Balance Reserved for Employees’ Pension Benefits, July 1, 1995..... 145,405,068

Fund Balance Reserved for Employees’ Pension Benefits, June 30, 1996. $ 165,272,217

16 The notes to the financial statements are an integral part of this statement.



General Purpose Financial Statements

Combined Balance Shest

Component Unit —University of California

June 30, 1996
(Amounts in thousands)

Endowment Retirement Total
Current Loan and Similar Plant System (Memorandum
Funds Funds Funds Funds Funds Only)
ASSETS:
CaASh..ceiiece e $ 48,310 $ — $ — $ 3,293 $ — $ 51,603
INVESIMENTS....c.eviiiiiicce e 2,458,180 41,652 1,634,270 901,248 27,263,688 32,299,038
Receivables (Net).........ccoccveeviieiiiiieiiieee 966,014 262,011 5,500 542 192,641 1,426,708
Due from other funds.........cccccovviveiniiiennnnen. 1,107 — 12,896 745 123,502 138,250
Due from primary government..................... 111,249 — — — — 111,249
Due from other governments....................... 96,510 — — 11,021 — 107,531
Inventories, at CoSt.........ccccoveeeiiieeeniieeenes 98,123 — — — — 98,123
Deferred charges........ccoccviveiiiieiniiccnnn, 57,535 — — — — 57,535
Fixed assets........coocvevinieeiiieee e — — — 13,447,986 — 13,447,986
Other @SSetS.......ccocveeiriiieiiiiie e — — — 3,675 — 3,675
Total ASSetS....ccovviiiriciiiicirece $ 3,837,028 $ 303,663 $ 1,652,666 $ 14,368,510 $ 27,579,831 $ 47,741,698
LIABILITIES AND FUND EQUITY:
Liabilities:
Accounts payable..........ccocevvreeieieeiene. $ 1,275,229 $ — $ 6,932 $ 38,210 $ 70,080 $ 1,390,451
Due to other funds..........ccccoviveriiiienninnnn. 123,502 2,000 — 12,748 — 138,250
DEPOSILS. ..ceeiiiiieeieee e 182,824 — 310,272 — — 493,096
Compensated absences...........c..cceeeeveeen. 277,121 — — — — 277,121
Mortgages and other borrowings.............. — — — 856,742 — 856,742
Net assets available for benefits............... — — — — 27,509,751 27,509,751
Capital lease obligations.............ccccceeene. — — — 1,180,593 — 1,180,593
Revenue bonds payable..............cccoceeene — 13,995 — 1,852,755 — 1,866,750
Total Liabilities.......ccccceriiienennnn 1,858,676 15,995 317,204 3,941,048 27,579,831 33,712,754
Fund Equity:
Investment in general fixed assets........... — — — 9,712,306 — 9,712,306
Fund balances:
Reserved for other specific purposes.... 595,593 262,823 991,443 314,006 — 2,163,865
Undesignated...........cocoeeveeriiiniiicneennn. 1,382,759 24,845 344,019 401,150 — 2,152,773
Total Fund EQUItY.......cccovvviceireinnns 1,978,352 287,668 1,335,462 10,427,462 — 14,028,944
Total Liabilities and Fund Equity.... $ 3,837,028 $ 303,663 $ 1,652,666 $ 14,368,510 $ 27,579,831 $ 47,741,698

The notes to the financial statements are an integral part of this statement. 17



State of California

Combined Statement of Changesin Fund Balances
Component Unit —University of California

Year Ended June 30, 1996
(Amounts in thousands)

Endowment
Current Loan and Similar Plant
Funds Funds Funds Funds
REVENUES AND OTHER ADDITIONS:
Student tuition and feesS..........coiiiiiiiiiir e $ 955,202 $ — $ — $ 10,803
U.S. GOVEIMMENT.....coiiiiiiiiiieeiiie ettt 3,630,328 3,871 — 12,957
Local GOVEINMENL......ccuiiiiiiiieiee et 109,461 — — —
Private gifts, grants, and contracts...........cccccevevieeeiiiieeiiieeenns 527,814 637 11,632 99,490
Investment income:
Endowment aCtiVIties. ...........oooiueieiiieiciiiee e 91,943 — 667 —
OFNEI ..t 144,194 8,258 — 47,636
Realized gains on inVestments............ccoovveeiiinieeniesieesee s 830 — 52,467 6,009
Sales and services:
Educational aCtiVitieS...........ccoevvivvreieeeiiiiiiiieee e, 647,323 — — —
Teaching hospitalS...........ccoviiiieiiiiiici e 1,932,239 — — —
Auxiliary enterprises.. 541,001 — — —
Expended for plant facilities (including $374,918 of
current funds).........cocceeeee — — — 563,893
Retirement of indebtedness — — — 139,556
Other TEVENUES.........co ittt 214,895 — — —
Transfers in - primary government............ccccvvceevieeieenneeenn. 2,060,109 — — 51,404
Other additioNS..........coviviriiieieiee e 62,156 2,115 2,537 8,587
Total Revenues and Other Additions...........cccceceeee. 10,917,495 14,881 67,303 940,335
EXPENDITURES AND OTHER DEDUCTIONS:
Current fund expenditures:
Educational and general............cccooieiiiiiiiiiiee e 5,750,311 — — —
Teaching hoSpPitalS.........c.covuiiiieiiieic e 1,865,924 — — —
AUXIliary eNterpriSES.....ccuiuuriiiieeeiiieeeiiieeesee e e seeesee e 461,029 — — —
Department of Energy Laboratories............ccoccvevvevveeneennnn. 2,253,663 — — —
Plant fund expenditures:
(including noncapitalized expenditures of $32,546)............. — — — 221,521
Debt service:
Principal retirement — — — 139,556
INEEIEST. .. — — — 168,653
Disposal of plant @SSets..........cccevririiiiiiiiiinesc e — — — 217,221
OBNET ..t 60,920 5,959 8,836 354
Total Expenditures and Other Deductions................ 10,391,847 5,959 8,836 747,305
TRANSFERS AMONG FUNDS:
Mandatory contractual arrangements:
Net revenues of auxiliary enterprises...........cccocoeeevcieeeninnnn. (43,407) — — 43,407
Loan funds matching grants...........ccccoeeeeiiiieinieee e, (1,291) 1,291 — —
Principal and iNterest..........cccooveieiiiiiieiie e (223,852) — — 223,852
Nonmandatory (discretionary allocations)..........cccccccveevuneenns (237,074) (4,023) 48,041 193,056
Total Transfers Among FUNdS........ccoovviieniceneennns, (505,624) (2,732) 48,041 460,315
Net Increase (Decrease) in Fund Balances..........c.ccccccoeenee. 20,024 6,190 106,508 653,345
Fund Balances, July 1, 1995........ccccciiiiiiniinieenee e 1,958,328 281,478 1,228,954 9,774,117
Fund Balances, June 30, 1996...........cccocevrvenienienieeirenenneneenens $ 1978352 $ 287,668 $ 1,335462 $ 10,427,462

18 The notes to the financial statements are an integral part of this statement.



General Purpose Financial Statements

Combined Statement of Current Funds Revenues,
Expenditures, and Other Changes
Component Unit —University of California

Total
Year End_ed June 30, 1996 Current Funds (Memorandum
(Amounts in thousands) Unrestricted Restricted Only)
REVENUES:
Student tUItIoN AN FEES.........ciiiiiii e $ 955,202 $ — $ 955,202
U.S. Government appropriations, grants and CONracts...........cccoeveeieereeenieenineeninenns 260,306 1,098,553 1,358,859
Local government grants and CONTACES.........c.ueevuureeiiireiiiieesiieeeseeeeesieeeeenraeeesneeees 1,483 98,437 99,920
Private gifts, grants and CONraCtS..........coviiiiiiiiie e 39,975 413,876 453,851
Investment income:
Endowment and Similar fuNdS..........c..ooiiiioiiii e 23,455 58,409 81,864
(@] (0T S USSR 113,952 — 113,952
Realized gains (I0SSES) 0N INVESIMENTS. .......ooiiiiiiiiiieiie e 280 — 280
Sales and services:
EdUCALION ACHIVILIES. . ..ieiiiiiiiiieie e e e e e e aabre e e e e s eaens 647,323 — 647,323
Teaching NOSPILAIS. .......c.eoiiiiii e e 1,932,239 — 1,932,239
Auxiliary enterprises.. 541,001 — 541,001
Department of Energy Laboratories.... 29,167 2,253,663 2,282,830
Other revenues..........cccccevveeneeninen. 214,895 — 214,895
Transfers in - Primary QOVEIMMENT..........uiiiiieeiirreesiereesieeessieeesnaeeesraeeeessneeesnsneeennes 1,768,288 195,191 1,963,479
TOLtAl REVENUES. ...ttt ettt et st e 6,527,566 4,118,129 10,645,695
EXPENDITURES AND MANDATORY TRANSFERS:
Educational and general:
INSTTUCTIONAL. ...ttt 1,709,475 110,934 1,820,409
RESBAICN. ... .ottt et ettt et annas 248,228 1,269,510 1,517,738
PUDIIC SEIVICE....c ittt ettt e et e e enteeeenes 93,121 97,747 190,868
P o= To (= 4o TToS TN o] o To ] FO P P TP O PP UURPRUPPROT 723,166 97,549 820,715
STUAENE SEIVICES. .. tieeiiiie ettt ettt et et e e s e e st et e e anbe e e snneeesnreeena 238,814 9,067 247,881
INSHULIONAI SUPPOIT. ...ttt et 451,509 22,093 473,602
Operation and maintenance of Plant...........ccoiviveiiiee e 275,984 674 276,658
Student fiNANCIAl @I...........cccivviieie e e 153,202 249,238 402,440
Total Educational and GEeNeral...........cccovviiiiiniiiiiesie et 3,893,499 1,856,812 5,750,311
Mandatory transfers:
Loan fund matChing grant.............oocieiiiiiiiiie e 538 753 1,291
DEDE SEIVICE. ...ttt 90,032 82,314 172,346
Total Mandatory TranSfers........coiiiiiiiiiii e 90,570 83,067 173,637
Teaching Hospitals:
EXPENAIUMES. ...ttt s e e e abne e e e s 1,862,927 2,997 1,865,924
MaNAALOTY TrANSTEIS. .. .eiiiiieieiiiee ettt 20,603 — 20,603
Total Teaching HOSPItalS........coeiiiiieiiiiieee e 1,883,530 2,997 1,886,527
Auxiliary enterprises:
EXPENAILUIES. ..ceeteee ittt s e e e e et e e st e e e srnaee e snaaeeennaeeeeseeas 456,372 4,657 461,029
MaNAALOrY trANSTEIS....cciiiiie ettt e e snbeeesnnreee s 74,310 — 74,310
Total AuXiliary ENTErPriSES.....uuiiiiie et e e see e e 530,682 4,657 535,339
Department of Energy Laboratories. .........ccciviiiiiiiienieiiee e — 2,253,663 2,253,663
Total Expenditures and Mandatory Transfers.......cccccvvvveviiieevceeeviieeenns 6,398,281 4,201,196 10,599,477
OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS):
Restricted receipts in excess of restricted expenditures............ccoccveevieveeiieeesiieeens — 209,644 209,644
NONMANAALOTY trANSTEIS. .....eiiiiiiiiei e (159,455) (77,619) (237,074)
(@] {01 USSR UPPUUSTRPRTRS 1,637 (401) 1,236
Total Other Transfers and Additions (Deductions).........cccevcvveviiniiennennns (157,818) 131,624 (26,194)
Net Increase (Decrease) in FuNd BalanCesS........ccuveviiieiiiieesiiee e ssiee e $ (28,533) $ 48,557 $ 20,024

The notes to the financial statements are an integral part of this statement. 19
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Notesto the Financial Statements

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

1. Blended
Component
Units

2. Discretely
Presented
Component Units

The general purpose financial statements present information on
the financial activities of the State of California over which the
Governor, the Legislature, and other elected officials have direct or
indirect governing and fiscal control. As required by generally
accepted accounting principles, these financial statements present
the government and its component units.

Component units are organizations which are legally separate from
the State but for which the State is financially accountable, or for
which the nature and significance of their relationship with the
State are such that exclusion would cause the State’s financial
statements to be misleading or incomplete. The decision to include a
potential component unit in the State’s reporting entity is based on
several criteria including legal standing, fiscal dependency, and
financial accountability. The following is a brief review of the two
types of component units, blended and discretely presented, using
these criteria.

Blended component units, although legally separate entities, are, in
substance, part of the government’'s operations. Data from these
units are combined with data of the primary government.

Building Authorities have been created through the use of Joint
Exercise of Powers Agreements with various cities to finance the
construction of state buildings. The building authorities are legally
separate from the State of California. They meet the criteria of
blended component units and are being reported as capital projects
funds. As a result, the capital lease arrangements between the
building authorities and the State of $320 million have been
eliminated from the combined balance sheet. Instead, only the
underlying fixed assets and the debt used to acquire them are
reported in the appropriate account groups (see Note 25).

Component units that are discretely presented in the general
purpose financial statements are reported in separate columns in
the combined financial statements to emphasize that they are
legally separate from the state government. Discretely presented
component units primarily provide services to entities and
individuals outside the State. For ease of presentation, discretely
presented component units other than the University of California
are included in the statements under the heading of Special
Purpose Authorities.

23
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The University of California was founded in 1868 as a public,
state-supported, land grant institution. It was written into the State
Constitution of 1879 as a public trust to be administered by a
governing board, the Regents of the University of California. Though
the University of California is legally separate from the State, it is a
component unit of the State because the State appoints a voting
majority of the Regents of the University of California, and
expenditures for the support of various University of California
programs and capital outlay are appropriated by the annual Budget
Act. The University of California is discretely presented in the
financial statements. Information about the University of California
concerning the definition of the financial reporting entity and the
summary of significant accounting policies are provided in Note
26A.

Special Purpose Authorities are legally separate from the State.
These authorities are presented in three separate categories: State
Compensation Insurance Fund (SCIF), California Housing Finance
Agency (CHFA), and Non-Major Component Units. SCIF and CHFA
component units are considered major component units for
financial reporting purposes, and are thus shown separately in the
notes while all other component units are shown in the Non-Major
Component Units category. The inclusion of these authorities in the
State’s general purpose financial statements reflects the State’s
financial accountability for them. Information about special purpose
authorities concerning the definition of the financial reporting entity
and the summary of significant accounting policies are provided in
Note 26B.

The accompanying financial statements present the financial
position and the results of operations of the State for the year ended
June 30, 1996. The financial statements have been prepared in
conformity with generally accepted accounting principles (GAAP) as
prescribed by the Governmental Accounting Standards Board
(GASB).

The State recognizes the distribution of food stamp benefits as
revenue and expenditures in the special revenue fund type, as
required by GASB. Revenue and expenditures are recognized when
the benefits are distributed to the recipients. Food stamp balances
held by the counties are reported as an asset and offset by deferred
revenue. Revenues, expenditures, and balances of food stamp
benefits are measured based on face value.

The accounts of the State of California are organized and operated
on the basis of funds and account groups. A fund is an independent
fiscal and accounting entity with a self-balancing set of accounts.
Fund accounting segregates funds according to their intended
purpose and is used to aid management in demonstrating
compliance with finance-related legal and contractual provisions.
The minimum number of funds are maintained consistent with legal
and managerial requirements. Account groups are a reporting
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device to account for certain assets and liabilities of the
governmental funds that are not recorded directly in those funds.

The financial activities of the State accounted for in the
accompanying financial statements have been classified as follows:

Governmental Fund Types are used primarily to account for
services provided to the general public without charging directly for
those services. The State has three governmental fund types:

The General Fund is the main operating fund of the State. It
accounts for transactions related to resources obtained and used for
those services that do not need to be accounted for in another fund.

Special Revenue Funds account for transactions related to
resources obtained from specific revenue sources (other than
expendable trusts or major capital projects) that are legally
restricted to expenditures for specified purposes.

Capital Projects Funds account for transactions related to resources
obtained and used to acquire or construct major capital facilities.

Proprietary Fund Types present financial data on state activities
that are similar to those found in the private sector. Users are
charged for the goods or services provided. Pursuant to GASB
Statement No. 20, the State of California applies all applicable
GASB pronouncements as well as all applicable Financial
Accounting Standards Board (FASB) Statements and Interpretations
issued on or before November 30, 1989, unless the pronouncements
conflict with or contradict GASB pronouncements for its proprietary
funds. However, the State of California has elected not to apply
FASB Statements and Interpretations issued after November 30,
1989, with one exception. The exception is the Prison Industries
Revolving Fund (an internal service fund), which has elected to
follow FASB pronouncements issued after November 30, 1989,
unless they conflict with or contradict GASB pronouncements. The
proprietary fund types are as follows:

Enterprise Funds account for goods or services provided to the
general public on a continuing basis either: (1) when the State
intends that all or most of the cost involved is to be financed by user
charges, or (2) when periodic measurement of the results of
operations is appropriate for management control, accountability,
capital maintenance, public policy, or other purposes.

Internal Service Funds account for goods or services provided to
other agencies, departments, or governments on a cost-
reimbursement basis.

Fiduciary Fund Types are used to account for assets held by the
State. The State acts as a trustee or as an agent for individuals,
private organizations, other governments, or other funds. The
fiduciary fund types are as follows:
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and Basis of
Accounting

Expendable Trust Funds account for assets held in a trustee
capacity when both principal and income (earnings on principal)
may be expended in the course of a fund’s designated operations.

Pension Trust Funds account for transactions, assets, liabilities,
and net assets available for plan benefits of the retirement systems.
The provisions of GASB Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans have been implemented. However, the provisions
of GASB Statement No. 27, Accounting for Pensions by State and
Local Governmental Employers which are effective for periods
beginning after June 15, 1997, have not been implemented.

Agency Funds account for assets held by the State, which acts as
an agent for individuals, private organizations, other governments,
or other funds. They are custodial in nature and do not measure the
results of operations.

Account Groups are used to establish control over and
accountability for the government’s general fixed assets and general
long-term obligations. The account groups are as follows:

The General Fixed Assets Account Group accounts for governmental
fixed assets not reported in a proprietary fund or a trust fund.

The General Long-Term Obligations Account Group accounts for
unmatured general obligation bonds and other long-term
obligations generally expected to be financed from governmental
funds.

Governmental Fund Types and Expendable Trust Funds are
presented wusing the flow of current financial resources
measurement focus. With this measurement focus, operating
statements present increases and decreases in net current assets;
the unreserved fund balance is a measure of available spendable
resources.

The accounts of the governmental fund types and expendable trust
funds are reported using the modified accrual basis of accounting.
Under the modified accrual basis, revenues are recorded as they
become measurable and available, and expenditures are recorded at
the time the liabilities are incurred. Principal tax revenues
susceptible to accrual are recorded by the State as taxpayers earn
income (personal income and bank and corporation taxes), as sales
are made (consumption and use taxes), and as the taxable event
occurs (miscellaneous taxes), net of estimated tax overpayments.
Other revenue sources are recorded when they are earned or when
they are due, provided they are measurable and available within the
ensuing 12 months.

Compensated absences are accounted for on a modified accrual
basis of accounting. The liability for earned leave of academic-year



Notes to the Financial Statements

E. Inventories

F. Net Investment in
Direct Financing
Leases

G. Deferred Charges

faculty of the California State University and the special schools of
the California State Department of Education is accrued at June 30,
as explained in Note 1J. No additional expenditures are accrued
since it is not anticipated that compensated absences will be used
in excess of a normal year’'s accumulation.

Agency Funds are custodial in nature and do not measure the
results of operations. Assets and liabilities are recorded using the
modified accrual basis of accounting.

Proprietary Fund Types and Pension Trust Funds are accounted
for on the flow of economic resources measurement focus.

The accounts of the proprietary fund types and pension trust funds
are reported using the accrual basis of accounting. Under the
accrual basis, revenues are recognized when they are earned, and
expenses are recognized when they are incurred.

Lottery revenue and the related prize expense are recognized when
sales are made. Certain prizes are payable in deferred installments.
Such liabilities are recorded at the present value of amounts
payable in the future.

For purposes of the statement of cash flows, the State considers all
cash and pooled investments in the State’s pooled investment
program, as discussed in Note 3, to be cash and cash equivalents.

Inventories are primarily stated at either the lower of average cost or
market, or at cost utilizing the weighted average valuation method.
In governmental fund types, inventories are recorded as
expenditures when purchased. In proprietary fund types,
inventories are expensed when consumed.

The State Public Works Board has entered into lease-purchase
agreements with various state agencies, the University of California,
and community colleges (see Note 6). The payments from these
leases will be used to satisfy the principal and interest requirements
of revenue bonds issued by the State Public Works Board to finance
the construction of facilities for correctional and higher educational
institutions, as well as energy efficiency projects for various state
agencies. Upon expiration of these leases, jurisdiction of the
facilities and projects will be with the respective institution, agency,
or community college.

The State Public Works Board has entered into various capital lease
agreements with the University of California, and in addition issues
revenue bonds to finance the construction of these leased facilities.
The State Public Works Board, which is audited by other auditors,
records the net investment in direct financing leases at the net
present value of the minimum lease payments.

The deferred charges account in the enterprise fund type primarily
represents operating and maintenance costs and unrecovered
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Long-Term Obligations

capital costs that will be recognized as expenses over the remaining
life of long-term state water supply contracts. These costs are
billable in future years. In addition, the account includes unbilled
interest earnings on unrecovered capital costs that are recorded as
deferred charges. These charges are recognized when billed in
future years under the terms of the state water supply contracts.

The General Fixed Assets Account Group includes capital assets
that are not assets of any specific fund, but rather of the
government as a whole. Most of these assets arise from the
expenditure of the financial resources of governmental funds and
expendable trust funds used to acquire or construct them. The
General Fixed Assets Account Group does not include fixed assets
of proprietary funds or pension trust funds. These fixed assets are
accounted for in their respective funds.

The General Fixed Assets Account Group is presented in the
financial statements at cost or estimated historical cost. Donated
fixed assets are stated at fair market value at the time of donation.
Interest during construction has not been capitalized. Also, public
domain or “infrastructure” fixed assets are not capitalized.
Accumulated depreciation is not recorded in the General Fixed
Assets Account Group. Purchased fixed assets are stated at
historical cost.

The asset capitalization policy was changed effective November 14,
1995. Previously, property was capitalized if it had a normal useful
life of four years and a unit acquisition cost of $500 for tangible
property, and $5,000 for intangible property. Under the new policy,
both tangible and intangible property are capitalized if the property
has a normal useful life of at least one year and a unit acquisition
cost of at least $5,000. Existing assets that no longer met the new
capitalization threshold were removed from the General Fixed
Assets Account Group. The change in the asset capitalization policy
resulted in a decrease in fixed assets of $732 million, as
demonstrated in Note 7.

Proprietary Fund Type fixed assets, consisting of property, plant,
and equipment, are stated at cost at the date of acquisition, less
accumulated depreciation (see Note 7). They are depreciated over
their estimated useful lives, ranging from three to 100 years using
the straight-line method of depreciation. Water projects, which
represent 60.4% of the fixed assets of the enterprise funds, are
depreciated over their service lives, ranging from 30 to 100 years.
Toll bridges and California State University dormitory facilities,
which represent 18.4% and 12.3% respectively of the fixed assets
of the enterprise funds, are not depreciated.

The State reports long-term obligations of governmental funds in
the General Long-Term Obligations Account Group. Long-term
obligations consist of unmatured general obligation bonds, certain
unmatured revenue bonds, long-term capital lease obligations and
certificates of participation, commercial paper, the liability for
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J. Compensated
Absences

K. Fund Equity

pension obligations, the liability for employees’ compensated
absences and workers’ compensation claims, amounts owed for
lawsuits, and the State's share of the University of California
pension liability.

With approval in advance from the Legislature, certain authorities
and state agencies may issue revenue bonds. Principal and interest
on revenue bonds are payable from the pledged revenues of the
respective funds of the authorities and agencies listed in Note 15.
The General Fund has no legal liability for payment of principal and
interest on revenue bonds. With the exception of the building
authorities, which are included in capital projects funds, the
liability for revenue bonds is recorded in the respective fund.

The amounts of vested unpaid vacation accumulated by state
employees are accrued when incurred in proprietary funds, which
use the accrual basis of accounting. In the governmental funds,
only the amounts of compensated absences that normally would be
liguidated with expendable available financial resources are accrued
as current-year expenditures, such as costs associated with
academic-year faculty of the California State University and the
special schools of the California State Department of Education. The
costs of the academic-year faculty represent services rendered over
a ten month period but are paid over a 12-month period. The
balance of the amounts owed for services rendered are reported as a
current liability in the State’s General Fund. Unless it is anticipated
that compensated absences will be used in excess of a normal year’s
accumulation, no additional expenditures are accrued. As a result,
the unpaid liability for governmental funds is recorded in the
General Long-Term Obligations Account Group. Accumulated sick-
leave balances are not included in the compensated absences
because they do not vest to employees. However, unused sick-leave
balances convert to service credits upon retirement.

Fund equity accounts present the difference between assets and
liabilities of a fund. The fund equity accounts consist of contributed
capital and retained earnings for proprietary funds and certain
component units, investment in general fixed assets for the General
Fixed Assets Account Group and certain component units, and
fund balance for governmental funds, trust funds, and certain
component units.

Contributed capital is the permanent fund capital of a proprietary
fund. Contributed capital is created when a residual equity transfer
is received by a proprietary fund, when a general fixed asset is
“transferred” to a proprietary fund, or when a grant is received that
is externally restricted to capital acquisition or construction.

Retained earnings is divided into two sections: reserved for
regulatory requirements and unreserved. The reserved for regulatory
requirements represent a segregation of the retained earnings in
enterprise funds and certain component units for amounts which
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Restatement of
Beginning Fund
Equity

. Guaranty Deposits

are unavailable for general use as a result of specific legal
requirements. Unreserved retained earnings represent the
accumulated earnings of proprietary funds and certain component
units that are not reserved for any specific purpose.

The fund balances for governmental funds and trust funds are
divided into two sections: reserved and unreserved-undesignated.
Part or all of the total fund balance may be reserved as a result of
law or generally accepted accounting principles. Reserves represent
those portions of the fund balances that are legally segregated for
specific uses. The reserves of the fund balance for governmental
funds, trust funds, and component units are as follows:

Reserved for encumbrances represents goods and services that are
ordered, but not received, by the end of the year.

Reserved for advances and loans receivable represents advances to
other funds and the non-current portion of loans receivable that do
not represent expendable available financial resources.

Reserved for employees’ pension benefits represents pension trust
fund reserves, which include accumulated contributions made by
employees and employers, and undistributed interest and
investment earnings.

Reserved for continuing appropriations represents the
unencumbered balance of all appropriations for which the period of
availability extends beyond the period covered by this report, the
year ended June 30, 1996. These appropriations are legally
segregated for a specific future use.

Reserved for other specific purposes includes trust and agency fund
amounts of the Unemployment Fund and other expendable trust
funds that are not available for future appropriations other than
those for which the funds were established.

The unreserved-undesignated amounts represent the net of total
fund balance, less reserves, for governmental funds and certain
component units.

Investment in general fixed assets represents fixed assets of the
University of California that are restricted for specific purposes, and
the State’'s investment in capital assets reported in the General
Fixed Assets Account Group (see Note 7).

The beginning retained earnings in the enterprise funds have been
restated for $30 million to correct prior year amortization and
accruals for revenues and expenses.

The State is custodian of guaranty deposits held to protect
consumers, to secure the State’s deposits in financial institutions,
and to ensure payment of taxes and fulfillment of obligations to the
State. Guaranty deposits of securities and other properties are not
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N. Memorandum Only
Total Columns

NOTE 2.

shown on the financial statements.

Total columns on the general purpose financial statements are
captioned as “memorandum only” because they do not represent
consolidated financial information and are presented only to
facilitate financial analysis. The columns do not present information
that reflects financial position, results of operations, or cash flows
in accordance with generally accepted accounting principles.
Interfund eliminations have not been made in the aggregation of
this data.

BUDGETARY AND LEGAL COMPLIANCE

A. Budgetary Data

The State’s annual budget is prepared primarily on a modified
accrual basis. The Governor recommends a budget for approval by
the Legislature each year. This recommended budget includes
estimated revenues; however, revenues are not included in the
budget adopted by the Legislature. Under state law, the State
cannot adopt a spending plan that exceeds estimated revenues.

Under the State Constitution, money may be drawn from the
treasury only through a legal appropriation. The appropriations
contained in the Budget Act, as approved by the Legislature and
signed by the Governor, are the primary sources of annual
expenditure authorizations, and establish the legal level of control
at the appropriation level for the annual operating budget. The
budget can be amended throughout the year by special legislative
action, budget revisions by the Department of Finance, or executive
orders by the Governor.

Amendments to the initial budget for the year ended June 30 were
legally made, and are included in the budget data in the financial
statements. The amendments had the effect of increasing spending
authority and expenditures for the year.

Appropriations are generally available for expenditure or
encumbrance either in the year appropriated or for a period of three
years if the legislation does not specify a period of availability. At the
end of the availability period, the encumbering authority for the
unencumbered balance lapses. Some appropriations continue
indefinitely while others are available until fully spent. Generally,
encumbrances must be liquidated within two years from the end of
the period when the appropriation is available. If the encumbrances
are not liquidated within this additional two-year period, the
spending authority for these encumbrances lapses.

Legislative appropriations are based on when commitments for
goods and services are incurred. However, for financial reporting
purposes, the State reports expenditures based on the year goods
and services are received. The budgets reported in the Statements of
Revenues, Expenditures, and Changes in Fund Balances, Budgetary
Basis—-Budget and Actual, have been adjusted to reflect the
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differences between the financial reporting methodology and
legislative appropriations to correctly state the budget variance.
These statements include all the expenditures of the governmental
funds and their related appropriations that are authorized annually,
continually, or by project. Governmental funds that are budgeted
annually include the General Fund, special revenue funds, and
capital projects funds.

State agencies are responsible for exercising basic budgetary control
and ensuring that appropriations are not overspent. The State
Controller's Office is responsible for overall control of
appropriations. Actual expenditures did not exceed appropriations.
However, for special revenue funds and capital projects funds,
estimated prior year expenditure accruals can differ from the actual
amount paid in the current year. As a result, expenditure variances
from the budget can be favorable or unfavorable.

In contrast, the beginning fund balance of the General Fund on a
budgetary basis was restated by $114 million. This adjustment
reflects the difference between the net expenditures and revenues
that were accrued the previous June 30 and the amount of actual
revenues and net expenditures that were subsequently realized. The
beginning fund balance on the GAAP basis is not affected by these
adjustments.

The State annually reports its financial condition based on GAAP
(GAAP basis) and on the State’s budgetary provisions (budgetary
basis). The Budgetary/Legal Basis Annual Report is prepared in
accordance with statutory and regulatory requirements and is used
for reporting on the execution of the State’'s budget.

Financial activities are mainly controlled at the appropriation level
but can vary depending on the presentation and wording contained
in the Budget Act. Certain items which are established at the
category, program, component, or element levels can be adjusted by
the Department of Finance. While the financial activities are
controlled at various levels, the legal level of budgetary control has
been established in the Budget Act at the appropriation level for the
annual operating budget.

The Combined Statement of Revenues, Expenditures, and Changes
in Fund Balances Budgetary Basis-Budget and Actual and the
related combining level and individual fund presentations are not
presented in this document at the legal level of budgetary control,
as such a presentation would be extremely Ilengthy and
cumbersome. The State of California prepares a separate report, the
Budgetary/Legal Basis Annual Report Supplement, which includes a
statement that demonstrates compliance with the legal level of
budgetary control, in accordance with GASB's Codification of
Governmental Accounting and Financial Reporting Standards
Section 2400.112. This statement, the Statement of Appropriations,
Expenditures, and Balances does not include all of the expenditures
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B. Reconciliation of
Budgetary Basis with
GAAP Basis

and appropriations of the governmental funds. However, it does
include the comparison of the annual appropriated budget for
governmental funds with expenditures at the legal level of control. A
copy of this report, as prepared for the fiscal year ended June 30,
1996, is available from the State Controller's Office, Division of
Accounting and Reporting, P.O. Box 942850, Sacramento,
California 94250-5876.

The accounting records of state agencies are maintained on the
budgetary basis for the primary purpose of maintaining
accountability of the State’s budget and other fiscal legislation;
these records are used as the basis for audit. After the budgetary
basis financial report is prepared, adjustments are made to prepare
the GAAP basis financial statements. The Statements of Revenues,
Expenditures, and Changes in Fund Balances Budgetary Basis -
Budget and Actual are compiled on the budgetary basis for the
governmental funds. The differences between budgetary fund
balances as shown on these statements, and the fund balances
prepared in accordance with GAAP are explained and reconciled in
the following paragraphs and Table 1.

Advances and Loans Receivable: Loans made to other funds or to
other governments are normally recorded as expenditures on the
budgetary basis. However, in accordance with GAAP, these loans
are recorded as assets. The General Fund provided loans totaling
$935 million for education that will be forgiven and charged to
expenditures in the future on a budgetary basis. On a GAAP basis,
these loans are charged to expenditures this year since an
agreement was made to forgive the loans. The adjustments related
to advances and loans caused a decrease to the fund balance of
$847 million in the General Fund and an increase to the fund
balance of $1.3 billion in special revenue funds.

Escheat Property: Liability for the estimated amount of escheat
property ultimately expected to be reclaimed and paid is required to
be reported. This adjustment caused a $240 million decrease to the
General Fund balance.

Liabilities Exceeding Available Appropriations: The State does not,
on a budgetary basis, accrue liabilities for which there is no existing
appropriation or no currently available appropriation. The
adjustments made to this account for these liabilities in accordance
with GAAP caused a net decrease to the General Fund balance of
$481 million.

Authorized and Unissued Bonds: General obligation bonds that are
not self-liquidating are recorded as additions to the fund balance for
the special revenue and capital projects funds on the budgetary
basis when voters authorize the sale of bonds. However, in
accordance with GAAP, only the bonds issued during the year are
recorded as bond proceeds. The adjustments related to authorized
and unissued bonds caused a decrease to fund balance of $3.8
billion in special revenue funds and $3.5 billion in capital projects
funds.
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NOTE 3.

Encumbrances: The State does not record certain encumbrances for
special revenue funds and capital projects funds on a budgetary
basis that are recorded on a GAAP basis. The adjustments related to
encumbrances caused an increase of $400 million in special
revenue funds and $5 million in capital projects funds.

Other: Certain other adjustments and reclassifications are
necessary to present the financial statements in accordance with
GAAP. The other adjustments caused a decrease in fund balance of
$274 million in the General Fund, $401 million in special revenue
funds, and $27 million in capital projects funds.

Table 1

Reconciliation of Budgetary Basis and GAAP Basis Fund Balances
June 30, 1996 (Amounts in thousands)

Special Capital
General Revenue Projects
Reconciliation Items Fund Funds Funds

Budgetary Basis........ccccvvvevinieiiiiecieeee $ 1,073,851 $ 8,078,292 $ 3,591,766
Advances and loans receivable....................... (847,197) 1,300,670 —
Escheat property (240,323) — —
Liabilities exceeding available appropriations.. (480,902) — —
Authorized and unissued bonds....................... —  (3,773,380) (3,519,088)
ENCUMDbBranCes..........coeevvvvivieeeeeeiciiieeeee e — 400,134 5,105
OFNEr..eiieecc e (274,209) (400,529) (27,173)
GAAP Basis (DefiCit).....ccccvuveererieenenieenrineenn, $ (768,780) $ 5,605,187 $ 50,610

DEPOSITS AND INVESTMENTS

34

The State Treasurer's Office administers a pooled investment
program. This program enables the State Treasurer's Office to
combine available cash from all funds and to invest cash that
exceeds current needs. The enterprise, trust and agency funds, and
a building authority in the capital projects fund type also make
separate investments.

As of June 30, 1996, the average remaining life of the securities in
the pooled money investment account administered by the State
Treasurer’s Office was approximately 291 days.

The State Treasurer’s Office also has agreements with certain banks
to maintain cash on deposit that does not earn interest income for
the State. Income earned on these deposits compensates the banks
for services and uncleared checks that are deposited in the State’s
accounts.

All Demand and Time Deposits, totaling approximately
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$638 million, which were held by financial institutions at year end,
were insured by federal depository insurance or by collateral held by
the State or by an agent of the State in the State’'s name. The
California Government Code requires collateral pledged for demand
and time deposits to be deposited with the State Treasurer.

As of June 30, 1996, the State had amounts on deposit with fiscal
agents totaling approximately $15 million. These deposits are
related to state investment activities and to principal and interest
payments due to bondholders. These deposits are insured by federal
depository insurance or by collateral held by an agent of the State in
the State’s name.

State statutes, bond resolutions, and investment policy resolutions
allow the State to have Investments in United States government
securities, Canadian government securities, certificates of deposit,
bankers’ acceptances, commercial paper, corporate bonds, bank
notes, mortgage loans and notes, other debt securities, repurchase
agreements, reverse repurchase agreements, equity securities, real
estate, mutual funds, and other investments.

As of June 30, 1996, the State had investments in real estate,
investment contracts, annuity contracts, mutual funds, and other
investments, totaling $14.6 billion. These investments are not
subject to classification. All remaining investments reported as of
June 30, 1996, are categorized in three categories of credit risk:

1. Insured or registered, or securities held by the State or its
agent in the State’s name.

2. Uninsured and unregistered, with securities held by the
counterparty’s trust department or by an agent in the State’s
name.

3. Uninsured and unregistered, with securities held by the
counterparty or by its trust department or by an agent but
not in the State’s name.

The types of investments reported at year end are representative of
the types of investments made during the year. Furthermore, the
credit risk associated with the investments reported at year end is
representative of the credit risk associated with investments made
during the year.

The market values of the investments in certain certificates of
deposit, commercial paper, bank notes, and repurchase agreements
for the pooled investments approximate their carrying values
because of the short-term nature of those securities.

The investments of pension trust funds are reported at fair value
(see Note 22). Investments of the Deferred Compensation Plan Fund
are reported at market value. All other investments are reported at
cost or amortized cost. For these investments, no loss is recorded
when market values decline below cost, as such declines are
considered temporary. Table 2 presents the carrying value and
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Table 2

Schedule of State Investments
June 30, 1996 (Amounts in thousands)

Category
Carrying Market
1 2 3 Value Value
Pooled Investments
Government Securities:

U.S. and U.S. ageNCY.......cccoevrieiienienieeenieeieneeens $ 10,130,091 $ — 3 — $ 10,130,091 $ 10,151,398
Certificates of deposit....... 5,209,165 — — 5,209,165 5,250,629
Bankers’ acceptances... 577,408 — — 577,408 578,021
Commercial paper......... 5,991,749 — — 5,991,749 5,999,363
Corporate DONAS.........cocveveiiiieeiiiiee e 2,019,109 — — 2,019,109 2,011,353
BanK NOtES.......coiviiiiis et 1,240,097 — — 1,240,097 1,247,322
Total Pooled Investments 25,167,619 — — 25,167,619 25,238,086
Separately Invested Funds Subject

to Categorization
Government Securities:

U.S. and U.S. @geNCY......cceiovieririiiieniiceiee e 29,509,490 79,337 — 29,588,827 29,734,929

Canadian government. 1,669,142 — — 1,669,142 1,669,142
Certificates of deposit....... 3,210 — — 3,210 3,210
Commercial PAPET........ccveriiaiieiiiee e 2,205,609 — — 2,205,609 2,205,609
Corporate bONdS.........cocueieiiiiiiiiee e 15,901,421 — — 15,901,421 15,901,926
Mortgage loans and notes... 11,350,931 — — 11,350,931 11,350,931
Other debt securities........... 768,733 — — 768,733 768,733
Repurchase agreements..... 4,084 — — 4,084 4,084
EQUItYy SECUNLIES.......eeiiiiiiiieie e 71,510,363 — — 71,510,363 71,510,363
Other iNVestMEeNtS...........cociviieiiiiiie e 21,644,275 — — 21,644,275 21,644,257
Total Separately Invested Funds Subject

To Categorization.......ccccveeeveeeeeieeeciee e 154,567,258 79,337 — 154,646,595 154,793,184
Separately Invested Funds Not Subject

to Categorization
REAI ESTALE.......eei ittt et h et e et e e e bt e e h e e b e e e e R e e e n e e e e n e e e e nn e e e s e e e nrree e 7,554,295 7,554,295
INVESTMENT CONIACTES. .....cciiiiiiiiiie ettt e e e st e e e et e s e e e e st e e senr e e e snneeenrneeennne 1,865,795 1,865,795
ANNUILY CONTACTS. ....eeeiitie ettt ettt ettt ettt e e ht et e e she e e e abe e e e eate e e e aabe e e e be e e e e s be e e esbe e e sabbeeesmbeeeeanbeeeeatbeeeans 25,230 25,230
U U E= T (0] Lo R P PO U PP PPPRP PP 2,596,326 2,596,945
ORI INVESTIMENTS. ...ciii ittt et e e et e e e e e e e et e e e e e e eeeaaa e eeeeeeseabaaeeeeeseanansbaeeeeesennssareeeas 2,530,113 2,530,113
Total Separately Invested Funds Not Subject

o OF=1¢=To [o] g 2= 1110 ] o DN TR OO P PP UUPRTPPPRN 14,571,759 14,572,378
Total INVeStMENTS......ocoviiiiiiiieecseeesee e $ 179,734,877 $ 79,337 % — $ 194,385,973 $ 194,603,648

market value of the investments that were reported by the State on
June 30, 1996.

At June 30, 1996, floating rate notes and mortgage-backed assets
comprised less than 5% of the pooled investments. For the floating
rate notes in the portfolio, the interest received by the State will rise
or fall as the underlying index rate rises or falls. The structure of
the floating rate notes in the State’s portfolio is such that it hedges
the portfolio against the risk of increasing interest rates. The
mortgage-backed securities are called real estate mortgage
investment conduits (REMICs), which is a security backed by a pool
of mortgages. The REMICs found in the State’s portfolio have a fixed
principal payment schedule.
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NOTE 4.

The California Government Code allows the State to enter into
Reverse Repurchase Agreements, as part of its pooled investment
program. A reverse repurchase agreement is a sale of securities with
a simultaneous agreement to repurchase them in the future at the
same price plus a contract rate of interest. The market value of the
securities underlying reverse repurchase agreements normally
exceeds the cash received, providing the dealers a margin against a
decline in market value of the securities. If the dealers default on
their obligations to resell these securities to the State or provide
securities or cash of equal value, the State will suffer an economic
loss equal to the difference between the market value plus the
accrued interest of the underlying securities and the agreement
obligation, including accrued interest. During year ended June 30,
1996, the State entered into 31 reverse repurchase agreements by
temporarily selling investments with a carrying value of
approximately $3.6 billion. The maturities of investments made with
the proceeds from reverse repurchase agreements were matched to
the maturities of the agreements. At June 30, 1996, the State did
not have any reverse repurchase agreements outstanding.

DUE FROM OTHER FUNDS, DUE TO OTHER FUNDS,
ADVANCES AND LOANS RECEIVABLE, ADVANCES FROM
OTHER FUNDS, DUE FROM PRIMARY GOVERNMENT,
AND DUE TO COMPONENT UNITS

The balances of Due from Other Funds, Due to Other Funds,
Advances and Loans Receivable, Advances from Other Funds, Due
from Primary Government, and Due to Component Units are shown
in Table 3.

The total Advances and Loans Receivable is $8.7 billion more than
the total Advances from Other Funds, because loans to other
governmental entities and individuals are included in the loans
receivable amounts. The total Due to Component Units is $167
million more than the total Due from Primary Government because
of accounting practices of the State Compensation Insurance Fund,
which is audited by other auditors. The State Compensation
Insurance Fund has not recorded $167 million as Due from Primary
Government for reimbursement of the amount of claims received as
of June 30 and expected to be paid in the following year.
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Table 3

Schedule of Due from Other Funds, Due to Other Funds, Advances and Loans Receivable, Advances

from Other Funds, Due from Primary Government, and Due to Component Units

June 30, 1996 (Amounts in thousands)

Due from Due to Advances Advances Due from Due to
Other Other and Loans from Other Primary Component
Funds Funds Receivable Funds Government Units
General Fund.........ccoooiiiiiiiieeee e, $ 4,824,173 $ 4,205,258 $ 762,497 $ 343,378 $ — $ 182,122
Special Revenue:
Federal........cocovoiiniiniienns 150,881 3,305,539 22,909 — — 3,493
Transportation Construction.. . 1,052,259 67,198 109,215 — — 17,904
Transportation Safety.........cccoccceeeiiieennns 173,647 108,648 — — — 25,463
Business and Professions
Regulatory and Licensing................... 135,793 50,019 7,012 5,557 — 2,538
Environmental and
Natural Resources..........c.ccccvverurenne. 252,346 90,296 1,051,001 25,711 — 2,911
Financing to Local Governments........... 13,169 5,455 1,490 — — —
Cigarette and Tobacco TaX.................... 87,113 122,163 — — — 27,966
Local Revenue.............cc...... 302,270 27,934 — — — —
Unemployment Programs............c.c.c..... 405,143 36,267 — — — 5,371
Financing to the Public.............cccccoceee. 44,738 1,129 15,719 — — —
Other Special Revenue...........cccccccveen. 198,013 346,773 93,324 11,396 — 309
Total Special Revenue...........c......... 2,815,372 4,161,421 1,300,670 42,664 — 85,955
Capital Projects:
Special Account for Capital Outlay......... 8,049 7,070 — — — —
Prison Construction.............cccceeeee.. 145 2,922 — — — —
Higher Education Construction.............. 574 1,213 — — — —
Natural Resources Acquisition and
Enhancement...........ccoceviieiieenecnnen, 25,780 1,298 — — — —
Building Authorities...... 37,987 22,852 — — — —
Other Capital Projects........cccocceeeviieennes 7 198 — 1,138 — —
Total Capital Projects........ccccccueenee 72,542 35,553 — 1,138 — —
Enterprise:
HoUSING LOAN.......cccoiieeiiieeciiee e 4,499 3,094 2,354,849 134,260 — —
Water ReSOUrCES............cceeevevieiiiieieenn, 72,215 35,891 79,843 50,312 — —
School Building Aid.. — 61,201 191,106 — — 1,556
Toll Facilities...........cccecuee.. 12,506 14,865 6,234 6,160 — —
California State University.. 11,105 9,855 2,663 2,663 — —
Leasing of Public Assets..........c.ccceenee. 119,198 16,335 — — — 1,023
State LOottery......ccccvvvvieiieeeeeeieiieeeeeee 8,015 189,700 — — — —
Harbors and Watercraft.......................... 2,455 3,449 195,974 — — —
Health Facilities Construction
Loan INsurance.........c.ccceevvveeenveeennns 3,909 124 — — — —
Other Enterprise........ccccveeveieeeiiieeenenen. 7,745 1,384 27,911 6,382 — —
Total Enterprise......cccoeveevciciiencneen, 241,647 335,898 2,858,580 199,777 — 2,579
Internal Service:
Architecture Revolving..........c.cccveeeineene 50,835 16,391 — — — 881
Service Revolving 78,389 86,856 — — — 9,147
Prison Industries..........ccccvveiiiiieennnnen. 28,889 3,049 — 1,278 — 7,219
Stephen P. Teale Data Center............... 18,854 392 — — — 701
Health and Welfare Agency
Data Center.........cccuvveeieeiiiiiiiiieeeees 46,809 16 — — — —
Water Resources 49,990 596 — 91,877 — 936
Other Internal Service.........ccccvveeeeeeienn, 2,323 10,610 — 1,731 — —
Total Internal Service............cceuuee.e. 276,089 117,910 — 94,886 — 18,884
(Continued)

38



Notes to the Financial Statements

Table 3 (continued)

Schedule of Due from Other Funds, Due to Other Funds, Advances and Loans Receivable, Advances
from Other Funds, Due From Primary Government, and Due to Component Units

June 30, 1996 (Amounts in thousands)

Expendable Trust:
uUnemployment.........ccocvveveneeenecnncninnns
School Employees.........cccevvieeeiiieeennns
Unemployment Compensation

Disability........ccooevciiniiiiiciiic
California State University and

Colleges TruSt.......ccoeevveiiieenieenieee
State Guaranteed Loan Reserve...........
Housing Loan.........ccoccevvveenneeenne
Unclaimed Property Fund............
Public Employees Health Care..............
Other Expendable Trust............cccocueeennee

Total Expendable Trust...................

Pension Trust:
Public Employees’ Retirement...............
Teachers’ Retirement...............
Judges’ Retirement......
Legislators’ Retirement...........c.ccocevvneene
Volunteer Firefighters’ Length
Of SEIVICE....oiiiiiiieiee e

Total Pension Trust.........ccccccvvveeennn,

Agency:

Local Agency Investment.............ccce..

Revenue Collecting and
DiSbUrSiNg....ccceiveeiiiiiienieeiee e

DEPOSIt....c..viirieiiiiiiicrit e

Deferred Compensation Plan.................

Departmental Trust

Other AgENCY.....ccccooieeiiiiiiieiiieiieiice

Total AQeNCY.....ocovevviiniiiiieiiieieei,

University of California:
Current FUNAS.......ccccvvvieeeeeiiiieeeeee s
Loan Funds.........cccccvveveeeeiiennns
Endowment and Similar Funds....
Plant Funds.......c.cccccoovivvvinennnn.
Retirement System Funds............c.........

Total University of California..........

Special Purpose Authorities:

State Compensation Insurance..............
Housing Finance Agency............c.cc.c.....
Alternative Energy and

Advanced Transportation...................
Pollution Control.........cccccvvvveniicniinenn.
Health Facilities..........ccccovveriiiniiiien,
Educational Facilities......
School Finance Authority...
Economic Development...............
District Agricultural Associations............
San Joaquin River Conservancy............

Total Special Purpose Authorities..

Due from Due to Advances Advances Due from Due to
Other Other and Loans from Other Primary Component
Funds Funds Receivable Funds Government Units

16,949 76,836 — — — —
2,353 6,778 — — — —
68,616 10,320 — — — —
43,753 7,782 — 125 — —
7,501 674 —_ — —_ _
2,159 777 491,864 — — —
29,000 — 240,323 — — —
5,615 1,976 — — — —
41,952 10,887 14,000 — — —
217,898 116,030 746,187 125 — —
1,070,447 — — — — —
61,291 — — — — —
708 296 — — — —
— 196 — — — —
1,132,446 492 — — — _
159,225 55,716 — — — —
5,235,525 5,452,679 636,179 644,179 — —
19,784 451,080 20,944 456 — —
19,125 332 — — — —
582 696 — — — —
198,254 279,593 2,116 — — 2,519
5,632,495 6,240,096 659,239 644,635 — 2,519
1,107 123,502 — — 111,249 —
— 2,000 — — — —
12,896 — — — — —
745 12,748 — — — —
123,502 — — — — —
138,250 138,250 — — 111,249 —
— — — — 9,965 —
— —_ 3,731,656 — — _
20 — — — 2,633 —
2 — 4,478 — 598 —
— — — — 304 —
— — — — 11 —
717 730 — — — —
— 13 — — — —
739 743 3,736,134 — 13,511 —
$ 15,351,651 $ 15,351,651 $ 10,063,307 $ 1,326,603 $ 124,760 $ 292,059
(Concluded)
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NOTE 5. RESTRICTED ASSETS
Table 4 presents a summary of the legal restrictions on assets of the
enterprise funds and the purposes for which the assets were
restricted as of June 30, 1996.
Table 4
Schedule of Enterprise Fund Restricted Assets
June 30, 1996 (Amounts in thousands)
Cash Due From
and Pooled Other Other
Investments  Investments Funds Assets
Debt SErvice. ......cvvvurueennn, $ 379,248 $ 271,974 $ 581 $ 166
Construction 623,431 — 7,500 752
DepositS......cveeeririeinieeene 6,438 — — —
Equipment repair
and replacement........... 66,233 — 2,393 55
Operations..........c.ccveerueee. 7,221 — — —
Other ..., 12,300 — — —
017 IO $ 1,094,871 $ 271,974 $ 10474 $ 973
On June 30, 1996, $132,000 in cash and pooled investments of the
internal service funds were restricted for property and equipment
acquisitions.
NOTE 6. NET INVESTMENT IN DIRECT FINANCING LEASES

40

The State Public Works Board has entered into lease-purchase
agreements with various state agencies, the University of California,
and community colleges (see Note 12). The payments from these
leases will be used to satisfy the principal and interest requirements
of revenue bonds issued by the State Public Works Board to finance
the construction of facilities for correctional and higher educational
institutions and energy efficiency projects for various state agencies.
Upon expiration of these leases, jurisdiction of the facilities and
projects will be with the respective institution, agency, or
community college.

The minimum lease payments to be received are summarized in
Table 5.
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NOTE 7.

Table 5

Schedule of State Public Works Board Lease Purchase Agreements
(Amounts in thousands)

Year University
Ending State of Community
June 30 Agencies California Colleges Total
315,657 $ 95,356 $ 35,033 $ 446,046
323,389 97,106 37,297 457,792
314,744 97,149 37,247 449,140
313,407 97,416 37,245 448,068
300,772 94,231 37,066 432,069
Thereafter........cccccevveeenns 3,944,486 1,395,252 521,348 5,861,086
Total Minimum Lease
Payments............... 5,512,455 1,876,510 705,236 8,094,201
Less unearned income 2,661,152 921,908 357,693 3,940,753
Net Investment in Direct
Financing Leases.......... $ 2,851,303 $ 954,602 $ 347,543 $ 4,153,448

The State Public Works Board has entered into various capital lease
agreements with the University of California. The State Public
Works Board issues revenue bonds to finance the construction of
these leased facilities. The State Public Works Board, which is
audited by other auditors, records the net investment in direct
financing leases at the net present value of the minimum lease
payments. At June 30, 1996, these bonds and the related net
investment in direct financing leases, totaling approximately $1.1
billion and $954 million, respectively, are presented in the
enterprise fund type.

FIXED ASSETS

Table 6 is a summary of changes in the General Fixed Assets
Account Group for the year ended June 30, 1996.

Table 6

Schedule of Changes in General Fixed Assets
(Amounts in thousands)

Capitalization

Policy
Balance Adjustment Other Balance
July 1,1995 (Deductions) Additions (Deductions) June 30, 1996
Land......ccccoouene. $ 1,834,121 $ 647 $ 132,978 $ 9,198 $ 1,957,254
Structures and
improvements.. 8,703,204 12,160 1,706,101 333,546 10,063,599
Equipment.......... 2,982,180 719,227 340,096 370,318 2,232,731
Construction in
progress.......... 859,205 — 86,642 171,473 774,374
Total....cocvvuenen. $14,378,710 $ 732,034 $2,265817 $ 884,535 $ 15,027,958
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NOTE 8.

Table 7 summarizes the fixed assets of the enterprise funds and
internal service funds as of June 30, 1996.

Table 7

Schedule of Proprietary Fund Type Fixed Assets
June 30, 1996 (Amounts in thousands)

Internal
Fixed Assets Enterprise Service
State water projects $ 3,457,579 $ —
TOI FACHITIES. ...t 989,399 —
Other land, improvements, buildings and equipment............ 973,503 573,214
CONSEIUCLION IN PrOGIeSS. ....ceeiuirieiiiieeeiieeeeieee et e e e e, 1,246,411 967
Total FIXed ASSELS....ccciiiiieiiiiee e 6,666,892 574,181
Less accumulated depreciation.............cccoceeneeiieeneenieeninns 1,206,472 325,827
Net FIXEA ASSELS....ciiiiiiiiiiiieei ettt $ 5,460,420 $ 248,354

LONG-TERM OBLIGATIONS

42

As of June 30, 1996, the State had long-term obligations totaling
$20.5 billion. These obligations are not expected to be financed from
current resources in the governmental funds. Long-term obligations
consist of the liability for employees’ compensated absences,
certificates of participation and commercial paper, long-term capital
lease obligations, unmatured general obligation bonds, unmatured
revenue bonds, and other liabilities. These other liabilities consist of
the liability for pension obligations of $588 million, the liability for
workers' compensation claims of $566 million, amounts owed for
lawsuits of $336 million, and the State's share of the University of
California pension liability of $108 million. These other liabilities do
not have any required payment schedules, or will be paid when
funds are appropriated. Of the total long-term obligations
outstanding, 95% will be paid by the General Fund and 5% by
special revenue funds. The changes in the General Long-Term
Obligations Account Group during the year ended June 30, 1996
are summarized in Table 8.
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NOTE 9.

Table 8

Schedule of Changes in General Long-Term Obligations
(Amounts in thousands)

Balance Balance
July 1,1995  Additions  Deductions June 30, 1996

Compensated absences

payable.........c.cocecernenen, $ 1,149,321 $ 577,040 $ 570,288 $ 1,156,073
Certificates of participation

and commercial paper.... 151,890 130,500 21,995 260,395
Capital lease obligations..... 2,248,201 839,717 94,326 2,993,592
General obligation

bonds payable................ 14,843,814 621,893 1,241,535 14,224,172
Revenue bonds payable..... 242,670 80,835 84,110 239,395
Other liabilities.................... 1,537,209 934,178 873,821 1,597,566

TotalS.ccoeereeeiieee $ 20,173,105 $ 3,184,163 $ 2,886,075 $ 20,471,193

COMPENSATED ABSENCES

NOTE 10.

As of June 30, 1996, the State’s estimated liability for compensated
absences related to accumulated vacation leave totaled
approximately $1.3 billion. Of this amount, $1.2 billion is reported
in the General Long-Term Obligations Account Group, $69 million is
reported in the proprietary fund types, and $95 million is reported
in the State’s General Fund.

CERTIFICATES OF PARTICIPATION

Debt service requirements for certificates of participation, which are
financed by lease payments from the General Fund, are shown in
Table 9.

Table 9

Schedule of Debt Service Requirements for Certificates of
Participation
(Amounts in thousands)

Year Ending
June 30 Principal Interest Total

8350 $ 6,039 $ 14,389
8,830 5,551 14,381
7,183 7,187 14,370
7,035 7,632 14,667
7,174 7,175 14,349
91,323 83,119 174,442

TOtAL e $ 129,895 $ 116,703 $ 246,598
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NOTE 11.

COMMERCIAL PAPER

NOTE 12.

The State has two commercial paper borrowing programs: a general
obligation commercial paper program of up to $1 billion and a
Department of Water Resources commercial paper program of up to
$150 million. Under these programs, the State may issue
commercial paper at prevailing interest rates for periods of not more
than 270 days from the date of issuance. To provide liquidity for the
programs, the State entered into a revolving credit agreement with
commercial banks equal to the authorized amount of commercial
paper. At June 30, 1996, there were borrowings of approximately
$131 million of general obligation commercial paper and $21 million
of Department of Water Resources commercial paper outstanding.
The proceeds from the issuance of commercial paper are restricted
primarily to the construction costs of general obligation bond
program projects and of certain State water projects. Because the
general obligation commercial paper is retired by long-term general
obligation debt, it is recorded in the General Long-Term Obligations
Account Group. The Department of Water Resources commercial
paper is accounted for in the enterprise fund type.

LEASES
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The aggregate amount of lease commitments for facilities and
equipment in effect as of June 30, 1996, is approximately
$6.5 billion. This amount does not include any future escalation
charges for real estate taxes and operating expenses. Most state
leases are classified as operating leases, in accordance with the
applicable standards. Most state operating leases contain clauses
providing for termination. It is expected that in the normal course of
business most of these leases will be replaced by similar leases.

The method of calculating the minimum lease commitments was
changed to more accurately reflect the minimum commitment
amount. Previously, the schedule of minimum lease commitments
for operating leases was calculated using the end of the lease date,
rather than the date when the State has the right to cancel the lease
with one month’s notice. As a result, the total minimum lease
commitment amount for operating leases was reduced by $831
million. Under the previous method of calculation, the amount
would have been $1.5 billion. This amount represents the total
potential operating lease payments, including the amount for time
periods after the date when the State has the right to cancel the
lease. The minimum lease commitments are summarized in Table
10.
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Table 10

Schedule of Minimum Lease Commitments
(Amounts in thousands)

Year Ending Operating Capital
June 30 Leases Leases Total
195,804 $ 355,660 $ 551,464
154,685 345,425 500,110
105,899 336,414 442,313
56,267 334,307 390,574
36,842 319,627 356,469
89,804 4,200,238 4,290,042
Total Minimum Lease Payments...... $ 639,301 5,891,671 $ 6,530,972
Less amount representing iNterest............cocceeevcveeernnnn. 2,865,432

Present Value of Net Minimum Lease Payments....... $ 3,026,239

The total present value of minimum lease payments is composed of
approximately $3.0 billion reported in the General Long-Term
Obligations Account Group, $313,000 in enterprise funds, and $32
million in internal service funds. Lease expenditures for the year
ended June 30, 1996, amounted to approximately $604 million.

Included in the capital lease commitments are lease-purchase
agreements that certain state agencies have entered into with the
State Public Works Board, an enterprise fund type, amounting to a
present value of net minimum lease payments of $2.9 billion. This
amount represents 94% of the total present value of minimum lease
payments (see Note 6).

Also included in the capital lease commitments are some lease-
purchase agreements to acquire electronic data processing and
other equipment.

The capital lease commitments presented in Tables 8 and 10 do not
include lease-purchase agreements with building authorities that
are blended component units. These building authorities acquire or
develop office buildings and then lease the facilities to the State.
Upon expiration of the leases, title will pass to the State. The State
reports the costs of the buildings in the General Fixed Assets
Account Group and the revenue bonds and certificates of
participation outstanding associated with the buildings in the
General Long-Term Obligations Account Group. Accordingly, the
State does not include lease receivables or capital lease obligations
associated with these buildings in its financial statements pursuant
to GASB Statement No. 14.

Table 11 presents a summary of minimum lease commitments for
office buildings financed by building authorities.
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Table 11

Schedule of Minimum Lease Commitments for Building Authorities
June 30, 1996 (Amounts in thousands)

Present
Value of Total
Minimum Minimum
Lease Lease
Leases with Building Authorities Payments Interest Payments
Los Angeles State Building Authority................. $ 166,517 $ 87,399 $ 253,916
East Bay State Building Authority...................... 99,440 77,732 177,172
California State University
Headquarters Building Authority.................... 2,058 403 2,461
San Francisco State Building Authority.............. 52,006 31,489 83,495
TOtAl et $ 320,021 $ 197,023 $ 517,044

COMMITMENTS

NOTE 14.

The State has made commitments of $3.1 billion for certain highway
construction projects. These commitments are not included as a
liability or in the reserve for encumbrances in the special revenue
funds because the future expenditures related to these
commitments are expected to be reimbursed from local governments
and proceeds of approved federal grants. The ultimate liability will
not accrue to the State.

As of June 30, 1996, the State had other commitments totaling $2.9
billion, which are not included as a liability on the balance sheet.
These commitments included loan and grant programs for housing,
school building aid, and rail system and county jail construction,
totaling approximately $1.9 billion. The total commitments also
include approximately $55 million for the rehabilitation of toll
bridge facilities, approximately $915 million for the construction of
water projects and the purchase of power, and up to $78 million for
the operation and maintenance of the lottery’s automated gaming
system. The commitments are expected to be funded from existing
program resources and from the proceeds of revenue and general
obligation bonds to be issued.

GENERAL OBLIGATION BONDS
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The State Constitution permits the State to issue general obligation
bonds for specific purposes and in such amounts as approved by a
two-thirds majority of both houses of the Legislature and by a
majority of voters in a general or direct primary election. The debt
service for general obligation bonds is appropriated from the
General Fund. Under the State Constitution, the General Fund is
used, first, to support the public school system and public
institutions of higher education. The General Fund can then be
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used to service the debt on outstanding general obligation bonds.
Enterprise funds and certain other funds reimburse the General
Fund for any debt service provided on their behalf.

General obligation bonds that are directly related to and expected to
be paid from the resources of enterprise funds are included within
the accounts of such funds in the financial statements. However,
the General Fund may be liable for the payment of any principal
and interest on these bonds that is not met from the resources of
such funds.

On June 30, 1996, $7.8 billion of general obligation bonds had been
authorized but not issued. This amount includes $3.3 billion that
has been authorized by the applicable finance committee for future
issuance in the form of commercial paper notes. The $7.8 billion
excludes $131 million in bonds that has been issued in the form of
commercial paper notes, but has not yet been retired by long-term
bonds (see Note 11 for more information on commercial paper
programs).

Table 12 summarizes the changes in general obligation bond debt
for the year ended June 30, 1996.

Table 12

Schedule of Changes in General Obligation Bond Debt
(Amounts in thousands)

General
Long-Term Enterprise
Obligations Funds Total
Balance July 1, 1995.........cccccvvvvvvnvennnnne $ 14,843,814 $ 4,233,490 $ 19,077,304
AdItIONS. ... 621,893 — 621,893
DedUCtioNS........cccvvciieiiiiiiciice e (1,241,535) (251,205) (1,492,740)
Balance June 30, 1996..........c..cccevireennnnnn $ 14,224,172 $ 3,982,285 $ 18,206,457

Table 13 shows the debt service requirements for all general
obligation bonds, including interest of $10.9 billion, as of June 30,
1996.
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Table 13

Schedule of General Obligation Bonds Debt Service Requirements
(Amounts in thousands)

Year General

Ending Long-Term Enterprise

June 30 Obligations Funds
L9907 . $ 1,900,135 $ 477,254
1,760,072 449,133
1,680,939 433,441
1,612,316 437,668
1,554,711 432,453
THErEafter.....cocuvii e 13,835,340 4,505,581
TOLAl. e $ 22,343,513 $ 6,735,530

Defeasances for Year Ended June 30, 1996: On October 26,
1995, the State issued approximately $81 million in various
purpose general obligation refunding bonds (the “1995 Bonds”) for
an advance refunding of approximately $81 million in outstanding
general obligation bonds maturing in fiscal year 1995-96 (the “1995
Refunded Bonds”). The State invested the net proceeds of
approximately $81 million in U.S. government securities and placed
the securities in an irrevocable trust to pay debt service on the 1995
Refunded Bonds. The monies that the General Fund would
otherwise have paid toward debt service on the 1995 Refunded
Bonds were used to exercise the State’s right to redeem
approximately $83 million in outstanding general obligation bonds
issued prior to 1988 (the “Redeemed Bonds”) on their interest
payment dates of December 1, 1995, January 1, 1996, February 1,
1996, April 1, 1996, and May 1, 1996. As a result, the 1995
Refunded Bonds and the Redeemed Bonds are no longer
outstanding.

This advance refunding was undertaken to reduce total debt service
payments though January 1, 2001, by approximately $7 million and
to obtain an economic gain (the difference between the present
values of the debt service payments on the 1995 Bonds and the
Redeemed Bonds) of approximately $4 million.

On March 19, 1996, the State issued approximately $160 million in
various purpose general obligation refunding bonds (the “1996
Bonds”) to advance refund approximately $139 million of
outstanding various purpose general obligation bonds (the "1996
Refunded Bonds”). The net proceeds of approximately $159 million
together with $6 million received by the State through execution of a
forward supply contract were used to purchase U.S. government
securities. Those securities are held by the State Treasurer’'s Office
in an irrevocable trust to provide for all future debt service
payments and redemption premium on the 1996 Refunded Bonds.
As a result, the 1996 Refunded Bonds are considered to be defeased
and the liability for those bonds has been removed from the General
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Long-Term Obligations Account Group.

The State advance refunded the 1996 Refunded Bonds to reduce its
total debt service payments through November 1, 2024, by
approximately $17 million and to obtain an economic gain (the
difference between the present values of the debt service payments
on the 1996 Bonds and the 1996 Refunded Bonds) of approximately
$10 million.

Prior Year Defeasance: In prior years, the State has defeased
certain bonds by placing the proceeds of new bonds in irrevocable
escrow in a special trust account with the State Treasury to provide
for all future debt service payments on the old bonds. Accordingly,
the assets of the trust accounts and the liability for the defeased
bonds are not included in the State’s financial statements. At June
30, 1996, approximately $130 million of general obligation bonds
outstanding are considered defeased.

REVENUE BONDS

Under state law, the California State University and Colleges
Headquarters Building Authority (CSUHQ), the Los Angeles State
Building Authority (LASBA), and the San Francisco State Building
Authority (SFSBA) may issue revenue bonds. These revenue bonds
are included in the General Long-Term Obligations Account Group.
The CSUHQ issues bonds for the purpose of acquiring and
constructing buildings for public education purposes, including a
headquarters building for the trustees. The LASBA and SFSBA issue
bonds for the purpose of constructing state office buildings.

A lease with the Trustees of the California State University pays the
principal and interest on the revenue bonds issued by the CSUHQ.
Leases with the State pay the principal and interest on the revenue
bonds issued by LASBA and SFSBA (see Note 1). The primary
government has no legal liability for the payment of principal and
interest on the revenue bonds of the CSUHQ, the LASBA, and the
SFSBA.

Revenue bonds that are directly related to and expected to be paid
from the resources of enterprise funds are included within the
accounts of such funds. Principal and interest on revenue bonds are
payable from the pledged revenues of the respective funds of the
authorities and agencies listed in the next section of this note. The
General Fund has no legal liability for payment of principal and
interest on revenue bonds.

The Department of Water Resources, the California State University,
the California Transportation Commission, and the State Public
Works Board issue revenue bonds to acquire, construct, or renovate
state facilities or to refund outstanding revenue bonds in advance.
The Department of Veterans Affairs issues revenue bonds allowing
the State to make loans to finance the acquisition of farms and
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homes by California veterans. When the farm and home loans
financed by the revenue bonds are fully paid, the farms and homes
become the property of private individuals.

Table 14 shows revenue bonds outstanding as of June 30, 1996.

Table 14

Schedule of Revenue Bonds Outstanding
June 30, 1996 (Amounts in thousands)

General Long-Term Obligations:

Los Angeles State Building AUtNOTItY........ccoceeiiiiie e 179,355
San Francisco State Building Authority 58,635
California State University and Colleges Headquarters Building Authority..... 1,405
Total General Long—Term Obligations.........ccceeiiiiiienienieeree e 239,395
Enterprise Funds:

State PUblic WOIKS BOAIT..........c.coiiiiiiiiiiiiiesiic e 5,431,442
Department of Water Resources. 2,225,329
Department of Veterans Affairs... 374,975
California State University.................. 330,308
California Transportation COMMISSION........ccciuvreiiirreniiee e 56,850
Total ENtErprise FUNAS....c..oiiiiiiiiiieee ettt 8,418,904
Total Revenue Bonds

... $ 8,658,299

Table 15 shows the debt service requirements for revenue bonds as
of June 30, 1996. The debt service requirements primarily represent
bond principal payments. The Table also includes certain
unamortized refunding costs, premiums, discounts, and other
costs.

Table 15

Schedule of Revenue Bond Debt Service Requirements
(Amounts in thousands)

Year General
Ending Long-Term Enterprise
June 30 Obligations Funds
22531 $ 257,513
22,846 296,929
22,868 327,866
22,891 337,560
22,903 345,741
242,447 7,118,748
TOLAL ettt $ 356,486 $ 8,684,357

Defeasances for Year Ended June 30, 1996: On September 1,
1995, the State Public Works Board issued approximately $16
million in revenue bonds to advance refund approximately $18
million of outstanding 1986 Series A bonds. The net proceeds of
approximately $16 million (after payment of approximately
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$400,000 in underwriting fees, insurance, and other issuance costs)
plus an additional $4 million from funds and accounts established
under prior indentures (CSU, 1986 Series A) were deposited in an
irrevocable trust with the State Treasurer to provide for all future
debt service payments on the refunded bonds. As a result, the 1986
Series A bonds are considered to be defeased and the liability for
those bonds has been removed from the financial statements, as
well as the related investments. The State Public Works Board
advance refunded the 1986 Series A bonds to reduce its total debt
service payments over the next 10 years by approximately $5
million and to obtain an economic gain (the difference between the
present values of the debt service payments on the old and new
debt) of approximately $4 million.

On October 2, 1995, the State Public Works Board issued
approximately $28 million in revenue bonds to advance refund
approximately $37 million of outstanding 1986 Series A bonds. The
net proceeds of approximately $28 million (after payment of
approximately $700,000 in underwriting fees, insurance, and other
issuance costs) together with other available monies of
approximately $11 million were deposited in an irrevocable trust
with the State Treasurer to provide for all future debt service
payments on the refunded bonds. As a result, the 1986 Series A
bonds are considered to be defeased and the liability for those
bonds has been removed from financial statements, as well as the
related investments. The State Public Works Board advance
refunded the 1986 Series A bonds to reduce its total debt service
payments over the next five years by approximately $14 million and
to obtain an economic gain (the difference between the present
values of the debt service payments on the old and new debt) of
approximately $2 million.

On April 23, 1996, the California State University Board of Trustees
(University) issued approximately $23 million in San Jose Student
Union Revenue Bonds to advance refund approximately $23 million
of outstanding San Jose Student Union Series B and C bonds. The
net proceeds of approximately $23 million (after payment of $77,000
in underwriting fees, insurance, and other issuance costs) were
used to purchase U.S. government securities. Those securities were
deposited in an irrevocable trust with the State Treasurer to provide
for all future debt service payments on the refunded bonds. As a
result, the Series B and C bonds are considered to be defeased and
the liability for those bonds has been removed from the financial
statements, as well as the related investments. The University
advance refunded the Series B and C bonds to reduce its total debt
service payments over the next 24 years by approximately $6
million and to obtain an economic gain (the difference between the
present values of the debt service payments on the old and new
debt) of approximately $2 million.

On April 23, 1996, the University also issued approximately $138

million in Housing System Revenue Bonds to advance refund
approximately $135 million of outstanding Housing System Series
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AD, Al, AJ, AK, AL, AM, AN, AP, AQ, and AR bonds. The net
proceeds of approximately $138 million (after payment of
approximately $500,000 in underwriting fees, insurance, and other
issuance costs) were used to purchase U.S. government securities.
Those securities were deposited in an irrevocable trust with the
State Treasurer to provide for all future debt service payments on
the refunded bonds. As a result, the refunded bonds are considered
to be defeased and the liability for those bonds has been removed
from the financial statements, as well as the related investments.
The University advance refunded the Series AD, Al, AJ, AK, AL, AM,
AN, AP, AQ, and AR bonds to reduce its total debt service payments
over the next 26 years by approximately $18 million and to obtain
an economic gain (the difference between the present values of the
debt service payments (on the old and new debt) of approximately
$8 million.

In December 1995, the Los Angeles State Building Authority issued
approximately $81 million in Revenue Bonds to advance refund
approximately $82 million of outstanding 1988 Series A bonds. The
net proceeds of approximately $80 million (after payment of
approximately $1 million in underwriting fees, insurance, and other
issuance costs) and a premium of approximately $246,000 were
used to purchase U.S. government securities. Those securities were
deposited in an irrevocable trust with the State Treasurer to provide
for all future debt service payments on the refunded bonds. As a
result, the 1988 Series A bonds are considered to be defeased and
the liability for those bonds has been removed from the financial
statements, as well as the related investments. The authority
advance refunded the 1988 Series A bonds to reduce its total debt
service payments over the next 10 years by approximately $10
million and to obtain an economic gain (the difference between the
present values of the debt service payments on the old and new
debt) of approximately $3 million.

Prior Year Defeasances: In prior years, the Department of Water
Resources, the State Public Works Board, the California
Transportation Commission, the California State University, and the
Los Angeles State Building Authority defeased certain bonds by
placing the proceeds of new bonds in an irrevocable trust account to
provide for all future debt service payments on the old bonds.
Accordingly, the assets and liabilities for the defeased bonds are not
included in the financial statements. On June 30, 1996, $1.7 billion
of revenue bonds outstanding are considered defeased.

MAJOR TAX REVENUES
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Tax revenues for the year ended June 30, 1996, are presented in
Table 16.
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Table 16

Schedule of Major Tax Revenues
June 30, 1996 (Amounts in thousands)

Special Expendable

General Revenue Trust

Fund Funds Funds
Personal iNCOME.........c.coceevevueiveeceieeeieeieenns, $ 20,845,440 $ — $ —
Sales and USE.......ccoeveuiieeieeceeiiiiieee e 15,792,629 3,463,261 —
Bank and corporation............cccovcvieiriieeninnn. 5,741,239 — —
Unemployment insurance.... — — 3,484,610
Disability inSUrance...........cccovceveeiieeeeininenne — — 1,908,781
INSUFANCE......ceviiiiiiiiiiiiiiiiiiiieeeveevveeve e 1,138,842 — —
Inheritance, estate, and gift. 670,475 — —
Cigarette and tobacco.........c.cccceevvieeiiiennns 171,221 455,575 —
(@1 =T PSPPI 299,116 228,366 55,262
TOtAl i $ 44,658,962 $ 4,147,202 $ 5,448,653

FUND EQUITY

A. Expendable Trust
Funds

B. Fund Deficits

C. Changes to
Contributed Capital

The fund balance Reserved for Other Specific Purposes of $5.6
billion represents assets of the Unemployment Fund and other
expendable trust funds that are not available for future
appropriations other than those for which the funds were
established.

The following funds had deficits at June 30, 1996, as shown in
Table 17.

Table 17

Schedule of Fund Deficits
June 30, 1996 (Amounts in thousands)

Capital Internal

Projects Service

Funds Funds
Higher Education CONSIrUCON. .........cevviiieriiiie e ciiee e $ 11,866 $ —
Building AUtNOFEIES........cooiiiiiiiii e 3,378 —
Architecture ReVOIVING..........cooiiiiiiiiiiiee e — 8,671
Water Resources ReVOIVING..........ccceiiiiiiiiiiciiieeccc e — 17,665
TOTAL et $ 15244 $ 26,236

The changes in the State’'s contributed capital accounts for its
proprietary funds are shown in Table 18.
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Table 18

Schedule of Changes in Contributed Capital
(Amounts in thousands)

Internal
Sources Enterprise  Service Total
Balance, July 1, 1995.......cccooiiiiiiiienie e $ 214,792 $ 110,271 $ 325,063
Government contributions...........cccceevvvveeeieeeenvenens 1,455 1,968 3,423
Balance, June 30, 1996.........ccccccveeiieenieeiieenieeeenn $ 216,247 $ 112,239 $ 328,486

RISK MANAGEMENT
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The State has elected, with a few exceptions, to be self-insured
against loss or liability. Primarily, the exceptions are when a bond
resolution or a contract requires the State to purchase commercial
insurance for coverage against property loss or liability. There have
been no significant reductions in insurance coverage from the prior
year. In addition, there has been no insurance settlement in the
last three years that has exceeded insurance coverage. The State
generally does not maintain reserves. Losses are covered by
appropriations from each fund responsible for payment in the year
in which the payment occurs. All claim payments are on a pay-as-
you-go basis. The potential amount of loss arising from risks other
than workers’ compensation benefits are not considered material in
relation to the State's financial position.

Workers’ compensation benefits for self-insured agencies are
initially paid by the State Compensation Insurance Fund. The State
Compensation Insurance Fund estimated the liability for future
workers’ compensation claims against the State's self-insured
agencies to be approximately $733 million as of June 30, 1996. The
liability represents the estimated total cost of all open and known
disability claims as of June 30, 1996. The estimates are based on
established claims criteria such as age of the injured, occupation,
and type of injury. It is included in the accompanying financial
statements. Of the total, $89 million is included in the General
Fund, $58 million in the special revenue fund type, $20 million in
the proprietary fund types and $566 million in the General Long-
Term Obligations Account Group. Changes in the claims liabilities
during year ended June 30, 1996 are shown in Table 19.
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Table 19

Schedule of Changes in the Liability for Workers’ Compensation
Claims

Year Ended June 30, 1996 (Amounts in thousands)

1996 1995
Unpaid claims, Beginning........cccccveeereriienesieene e $ 753,000 $ 773,000
INCUITEd ClaiMS.....uviiiiee et 170,000 161,000
Claim payments.........coocveeeeiieniniiiee e (190,000) (181,000)

Unpaid claims, ending $ 733,000 $ 753,000

SEGMENT INFORMATION

Selected financial information by enterprise fund activity for major
segments is shown in Table 20. The primary sources of enterprise
fund revenues are as follows:

Housing Loan: Interest charged on contracts of sale of properties
to California veterans and to California National Guard members;
loan origination fees; and interest on investments.

Water Resources: Charges to local water districts, sale of excess
power to public utilities, and interest earned on investments.
School Building Aid: Interest charged on loans to school districts
for acquisition, construction, or rehabilitation of classroom
facilities; and income from the rental of portable classrooms to
school districts.

Toll Facilities: Toll fees and interest earned on investments.
California State University: Charges to students for housing
and parking; student fees for campus unions, health centers, and
self-supporting educational programs; and interest earned on
investments.

Leasing of Public Assets: Rental charges from the lease of public
assets and interest earned on investments.

State Lottery: Sale of lottery tickets.

Harbors and Watercraft: Fees related to boating activities.
Health Facilities Construction Loan Insurance: Construction
project fees and income from operations or proceeds of sales of
property acquired by default of borrowers.

Other Enterprise: Canteen revenues and processing fees charged
by various other departments.
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Table 20

Schedule of Enterprise Fund Activity by Separate Major Segments
As of and for the Year Ended June 30, 1996 (Amounts in thousands)

Housing Water
Loan Resources

Operating revenue............. $ 292277 $ 480,720 $
Depreciation...........ccccceveee. 849 57,902
Amortization (recovery) of

deferred charges — (35,490)
Operating income (loss)..... (8,092) 188,226
Operating transfers in........ 11,144 —
Operating transfers out...... 11,144 —
Net income (I0SS)............... (2,619) 44,477
Grants received................. — —
Grants provided................. — —
Change in contributed

capital

Additions............ccceeeee. — —
Property, plant,

and equipment

Additions...........ccoeeeee. — 269,393

Deductions.................... 849 57,902
Net working capital............ 1,327,046 111,209
Total assets........ccoccveeeene 3,786,727 4,957,953
Bonds and other

long term liabilities......... 3,406,670 3,388,450
Total equity....ccccccvvvveeeeenn. 289,929 1,092,370

School
Building

Aid

25,676 $

3,720

(19,672)
20,477
(18,847)

3,720
19,086
348,988

18,000
268,231

Toll

Facilities

141,227 $

430
103,805
12,051
111,425

13,276

39,980

671,488
1,702,739

63,010
1,622,318

California

State

University

240,689 $

62,295
23,824
43,403
34,585

481

718

36,186

309,810
1,056,304

342,820
639,883

Leasing
of Public

Assets

330,536 $

15,279
33,842
1,066
1,064
33,844

1,003,964
5,703,359

5,431,442
98,907

Health
Facilities
Harbors Construction
State and Loan Other

Lottery Watercraft Insurance Enterprise
2,292,325 $ 14,316 $ 16,936 $ 74,434
10,489 — — 2,226
1,803 — — —
798,437 (21,414) 1,848 (1,929)
— 28,548 — 16,247

— — — 517

— 20,067 1,848 15,480

— — — 737

29,816 40 — 2,315
10,489 — — 2,226
2,116,890 9,236 144,397 59,749
2,754,760 281,652 145,642 148,548
2,186,956 — 182 61,897
— 206,059 144,223 53,569

elulojled Jo arels
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CONTINGENT LIABILITIES

Litigation: The State is a party to numerous legal proceedings,
many of which normally occur in governmental operations. The
following were accrued as a liability in the financial statements:
legal proceedings that were decided against the State before June
30, 1996; legal proceedings that were in progress as of June 30,
1996, and that were settled or decided against the State as of
November 27, 1996; and legal proceedings having a high probability
of resulting in a decision against the State as of November 27, 1996,
and for which amounts could be estimated. For governmental fund
types and expendable trust funds, the portion of the liability that is
expected to be paid within the next 12 months is recorded as a
liability of the fund from which payment will be made; the
remainder is shown as a liability of the General Long-Term
Obligations Account Group. For other fund types, the entire liability
is recorded in the fund involved. In addition, the State is involved in
certain other legal proceedings that, if decided against the State,
may require the State to make significant future expenditures or
may impair future revenue sources. Because of the prospective
nature of these proceedings, no provision for this potential liability
has been made in the financial statements.

Following are the more significant lawsuits pending against the
State:

The State is involved in a lawsuit, Thomas Hayes v. Commission on
State Mandates, related to state-mandated costs. The action
involves an appeal by the Director of Finance from a 1984 decision
by the State Board of Control (now succeeded by the Commission on
State Mandates (Commission)). The Board of Control decided in
favor of local school districts’ claims for reimbursement for special
education programs for handicapped students. The case was then
brought to the trial court by the State and later remanded to the
Commission for redetermination. The Commission has since
expanded the claim to include supplemental claims filed by seven
other educational institutions; the issuance of a final consolidated
decision is anticipated sometime in early 1997. To date, the
Legislature has not appropriated funds. The liability to the State, if
all potentially eligible school districts pursue timely claims, has
been estimated by the Department of Finance at more than $1
billion.

The State is involved in a lawsuit related to contamination at the
Stringfellow toxic waste site. In United States, People of the State of
California v. J. B. Stringfellow, Jr., et al., the State is seeking
recovery for past costs of cleanup of the site, a declaration that the
defendants are jointly and severally liable for future costs, and an
injunction ordering completion of the cleanup. However, the
defendants have filed a counterclaim against the State for alleged
negligent acts. Because the State is the present owner of the site,
the State may be found liable. Present estimates of the cleanup
range from $200 million to $800 million.
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The State is a defendant in a coordinated action involving 3,000
plaintiffs seeking recovery for damages caused by the Yuba River
flood of February 1986. The trial court has found liability in inverse
condemnation and awarded damages of $500,000 to a sample of
plaintiffs. The State’'s potential liability to the remaining plaintiffs
ranges from $800 million to $1.5 billion. An appeal has been filed.

The State is a defendant in California State Employees Association
v. Wilson, where the petitioners are challenging several budget
appropriations in the 1994 and 1995 Budget Acts. The
appropriations mandate the transfer of funds from the State
Highway Account to the General Fund to reimburse the General
Fund for debt service costs on two rail bond measures. The
petitioners contend that the transfers violate the bond acts
themselves and are requesting the monies be returned. The loss to
the State’s General Fund could be up to $227 million.

In a similar case, Professional Engineers in California Government v.
Wilson, the petitioners are challenging several appropriations in the
1993, 1994, and 1995 Budget Acts. The appropriations mandate the
transfer of approximately $262 million from the State Highway
Account and $113 million from the Motor Vehicle Account to the
General Fund and appropriate approximately $6 million from the
State Highway Account to fund a highway-grade crossing program
administered by the Public Utilities Commission. Petitioners
contend that the transfers violate several constitutional provisions
and request that the moneys be returned to the State Highway
Account and Motor Vehicle Account.

The State is a defendant in Just Say No To Tobacco Dough
Campaign v. State of California, where the petitioners challenge the
appropriation of approximately $166 million of Proposition 99 funds
in the Cigarette and Tobacco Products Surtax Fund for years ended
June 30, 1990, through June 30, 1995 for programs which were
allegedly not health education or tobacco-related disease research.
If the State loses, the General Fund and funds from other sources
would be used to reimburse the Cigarette and Tobacco Products
Surtax Fund for approximately $166 million.

The State is a defendant in the case of Kurt Hathaway, et al. v.
Wilson, et al., where the plaintiffs are challenging the legality of
various budget action transfers and appropriations from particular
special funds for years ended June 30, 1995, and June 30, 1996.
The plaintiffs allege that the transfers and appropriations are
contrary to the substantive law establishing the funds and providing
for interest accruals to the fund, violate the single subject
requirement of the State Constitution, and is an invalid “special
law.” Plaintiffs seek to have monies totaling approximately $335
million returned to the special funds.

The State is a defendant in two related cases, Beno vs. Sullivan
(Beno) and Welch vs. Anderson (Welch), concerning reductions in
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Aid to Families with Dependent Children (AFDC) grant payments. In
the Beno case, plaintiffs seek to invalidate AFDC grant reductions
and in the Welch case, plaintiffs contend that AFDC grant
reductions are not authorized by state law. The Beno case concerns
the total grant reductions while the Welch case concerns the period
of time the State did not have a waiver for those reductions. The
State’s potential liability for retroactive AFDC grant reductions is
estimated at $831 million if the plaintiffs are awarded the full
amount in both cases.

The State was a defendant in California Teachers Association v.
Russell S. Gould, et al., where the petitioners challenged a
recharacterization of $1.1 billion of appropriations for the 1991-92
fiscal year and $190 million in the 1992-93 fiscal year as emergency
loans rather than Proposition 98 funds. The petitioners were
seeking a declaration that all appropriated funds are Proposition 98
funds and, therefore, must be included in the minimum funding
guarantee for schools. The trial court ruled that the appropriations
are not Proposition 98 funds and should not be included in the
minimum funding calculation in future years.

The petitioners also challenged the Legislature’s appropriation of
$973 million to schools in the 1992-93 fiscal year and $787 million
to schools in the 1993-94 fiscal year. The appropriations, which the
Legislature called “emergency loans,” were in excess of the
Proposition 98 guarantee of minimum funding; the Legislature
explicitly excluded those excess funds from being included in the
future Proposition 98 minimum funding guarantee. The trial court
found that amounts which the State appropriated to schools as
loans in excess of the Proposition 98 guarantee were considered to
be Proposition 98 funding and were required to be used to calculate
the Proposition 98 requirement in future years. Moreover, the trial
court found that the State cannot require schools to repay the
appropriations which were characterized as loans. The parties have
reached a settlement which provides that both the State and K-14
schools share in the repayment of prior years’ emergency loans to
schools. Of the total $1.8 billion in loans, the State will repay $935
million by forgiveness of the amount owed, while schools will repay
$825 million. The $935 million forgiveness of the amount owed is
included as 1995-96 fiscal year expenditures of the General Fund.
The State’s share of the repayment will be reflected as an
appropriation above the current Proposition 98 base calculation.
The schools’ share of the repayment will count as appropriations
that count toward satisfying the Proposition 98 guarantee, or from
“below” the current base.

Federal Audit Exceptions: The State receives substantial funding
from the federal government in the form of grants and contracts.
The State is entitled to these resources only if it complies with the
terms and conditions of the grants and contracts and with the
applicable federal laws and regulations; the State may spend these
resources only for eligible purposes. If audits disclose exceptions,
the State may incur a liability to the federal government.
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NOTE 21.

DEFERRED COMPENSATION PLANS

NOTE 22.

The State administers a long-term tax deferred savings program
designed to supplement the retirement income of state employees.
This program is comprised of a deferred compensation plan (457), in
accordance with Section 457 of the Internal Revenue Code, and a
thrift plan (401(k)), in accordance with Section 401(k) of the Internal
Revenue Code. In addition, this program includes a mandatory
retirement plan for employees covered by neither the Public
Employees Retirement System (PERS) nor Social Security called the
Part-Time, Seasonal and Temporary Plan (PST).

The 457 and 401(k) plans are optional plans for eligible employees.
Employees under each plan defer receiving portions of their salaries,
thereby deferring taxation on these portions, until they leave State
service or face a serious financial emergency. Participants of the 457
and 401(k) plans direct the State to invest the deferred amounts
among various investment options. The State makes no contribution
to any of these plans and the cost of the program is paid through
administrative fees by the program participants. The assets in the
457 plan remain the property of the employer until paid or made
available to participants, subject only to the claims of the State’s
general creditors. The assets of the 401(k) plan are held for the
participants in a trust.

The PST plan is a mandatory plan for employees who are not
members of the State’s retirement system and who are not covered
by social security. The State invests PST plan participants’ deferred
amounts into an investment option of the State’s choosing. The
State makes no contribution to the PST plan, but the administrative
costs to run the PST program are paid by the State.

The State of California has no liability for losses under the plans but
does have the responsibility to administer the plans in good faith.
As of June 30, 1996, the market value of the three plans was
approximately $2.5 billion for the 457 plan, $293 million for the
401(k) plan, and $42 million for the PST plan. The plans are
accounted for as agency funds.

PENSION TRUSTS
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The State has two retirement systems: the California Public
Employees’ Retirement System (CalPERS) and the State Teachers’
Retirement System (STRS).

CalPERS administers four defined benefit retirement plans: the
Public Employees’ Retirement Fund (PERF), the Judges’ Retirement
Fund (JRF), the Judges’ Retirement Fund Il (JRF 1), and the
Legislators’ Retirement Fund (LRF). CalPERS also administers one
defined benefit award plan, the Volunteer Firefighters’ Length of
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Service Award Fund (VFF). The financial report of CalPERS may be
obtained by writing to the California Public Employees’ Retirement
System, Central Supply, P.O. Box 942715, Sacramento, California
94229-2715. STRS administers one defined benefit contributory
retirement plan. The financial report of STRS may be obtained from
the State Teachers’ Retirement System, Accounting Division, 7667
Folsom Blvd., 2nd Floor, Sacramento, California 95826. The other
pension funds are included in the fiduciary fund type.

Standardized Measure of Pension Benefit Obligation: Additional
information for the State of California is presented during this
transition period prior to the adoption of GASB Statement No. 27,
Accounting for Pensions by State and Local Governmental Employers.
This additional information includes the disclosure of the pension
benefit obligation, as described below.

In order for users of governmental financial reports to assess the
progress made in accumulating sufficient assets to pay benefits
when due and to make comparisons among employers, GASB
Statement No. 5 requires disclosure of a standardized measure
called the pension benefit obligation (PBO). This measure is
independent of the actuarial funding method used to determine
employer contributions. The PBO is the actuarial present value of
credited projected pension benefits (including projected future
salary increases) estimated to be payable in the future as a result of
employees’ service to date.

The PBO for CalPERS was computed as part of an actuarial
valuation performed as of June 30, 1995, which is the latest
available valuation. The STRS PBO for June 30, 1996, was
estimated based on the actuarial valuation as of June 30, 1995.

Summary of Significant Accounting Policies - CalPERS:

Basis of Accounting: CalPERS uses the accrual basis of accounting.
Contributions are recorded when due. Investment income is
recognized when earned, and expenditures are recorded when
incurred.

Investments: CalPERS investments are presented at fair value.
Statutes authorize CalPERS to invest in stocks, bonds, mortgages,
real estate, and other investments. CalPERS maintains certain
deposits, cash equivalents, and other investments with financial
institutions.

The fair value of investments is based on published market prices
and quotations from major investment brokers at current exchange
rates, as available. Many factors are considered in arriving at that
fair value. In general, however, corporate bonds are valued based on
yields currently available on comparable securities of issuers with
similar credit ratings. Investments in certain restricted common
stocks are valued at the quoted market price of the issuer’s
unrestricted common stock, less an appropriate discount.
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Mortgages have been valued on the basis of their future principal
and interest payments discounted at prevailing interest rates for
similar instruments. The fair value of real estate investments,
principally rental property subject to long-term net leases, has been
estimated based on independent appraisals. Short-term investments
are reported at market value, when published market prices and
guotations are available, or at cost plus accrued interest, which
approximates market value. For investments where no readily
ascertainable market value exists, management, in consultation
with their investment advisors, have determined the fair values for
the individual investments.

Derivatives: In accordance with statutes authorizing CalPERS
investments, CalPERS, through its outside investment managers,
holds investments in futures and options and enters into forward
foreign currency exchange contracts. Futures and options of
approximately $20 million are held for investment purposes at June
30, 1996. Forward foreign currency exchange contracts are used
primarily to hedge against changes in foreign equities, primarily
denominated in European and Asian currencies. At June 30, 1996,
CalPERS has approximately $93 million net exposure to loss from
forward foreign currency exchange transactions related to the $20.2
billion international debt and equity portfolios.

CalPERS could be exposed to risk if the counterparties to the
contracts are unable to meet the terms of the contracts. CalPERS
anticipates that the counterparties will be able to satisfy their
obligations under the contracts. CalPERS’ investment managers
seek to control this risk through counterparty credit evaluations
and approvals, counterparty credit limits and exposure monitoring
procedures.

Related Party Investments: CalPERS avoids related party
investments as part of its written investment policy and no known
related party investments exist in the fund.

Actuarially Determined Funding Policy: CalPERS uses a modification
of the Entry Age Normal Actuarial Cost Method, which is a projected
benefit cost method for PERF, LRF, JRF, and JRF Il. That is, it takes
into account those benefits that are expected to be earned in the
future as well as those already accrued.

According to this cost method, the normal cost for an employee PBO
is the level amount which would fund the projected benefit if it were
paid annually from date of employment until retirement. CalPERS
uses a modification of the Entry Age Normal Cost Method in which
the employer’s total normal cost is expressed as a level percentage
of payroll. CalPERS also uses the level percentage of payroll method
to amortize any unfunded actuarial liabilities. The amortization
period of the unfunded actuarial liability is no longer than 17 years
for school employees, 30 years for contracting public agencies, 35
years for the State of California, 40 years for LRF, and 6.5 years for



Notes to the Financial Statements

A. Public Employees’
Retirement Fund
1. Fund Information

2. State of California
Information

JRF. The VFF used the Unit Credit Actuarial Method as the basis
for its valuation.

Plan Description: CalPERS administers the PERF, an agent
multiple-employer retirement plan. Employers participating in the
PERF include the State of California, 61 school employers, and
1,273 public agencies.

Unfunded Pension Benefit Obligation: The assets in excess of the
PBO of PERF was $3.1 billion at June 30, 1995. This is a result of
the difference between the actuarial value of assets of $83.8 billion
and the PBO of $80.7 billion. Contributions are actuarially
determined.

Employers’ Information - Contributions and Reserves

Plan Description: The State of California contributes to the Public
Employees’ Retirement Fund (PERF), an agent multiple-employer
public employee retirement system that acts as a common
investment and administrative agent of the State of California and
the other member agencies. The payroll for state employees covered
by the PERF in the year ended June 30, 1996, was approximately
$8.9 billion. The total payroll for state employees in the year ended
June 30, 1996 was approximately $9.6 billion, not including the
University of California.

All employees who work on a half-time basis or more are eligible to
participate in the PERF. The PERF administers several different
retirement plans, each providing a monthly allowance based on age,
years of credited service, and highest average compensation over 12
consecutive months. Vesting occurs after five or ten years,
depending on the plan. All plans provide death and disability
benefits. The benefit provisions for the State are established by
statute.

Costs of administering the Plan are financed through the
contributions and investment earnings of the Plan.

Employee and Employer Contribution Obligations: State employees,
with the exception of employees in the second-tier plan, are required
to contribute to the fund. The contribution rates, based on the
actuarial valuation, vary between plans. The required contribution
rates of active plan members is based on a percentage of salary over
a base compensation amount of $238 to $863 monthly. With the
exception of employees in the second-tier plan, state employees
required contributions vary from 5% to 8% of their salary over their
base compensation amount.

For the year ended June 30, 1996, the required employer
contribution rates are shown in Table 21.
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Table 21

Schedule of Required Contribution Rates for the State by Member
Category
June 30, 1996

Normal Unfunded Total
Cost Liability Rate
Miscellaneous members:

First tier....... 9.415 % 2935 % 12.350 %

Second tier. 6.588 1.738 8.326

Industrial.........ccocoveeviieeennen. 9.824 (0.843) 8.981

California Highway Patrol........... .. 14.287 0.491 14.778

Police officers and Firefighters... .. 14631 (0.281) 14.350

Other safety members.........cccccoeeviveeviiee e 14.107 0.121 14.228

Funding Status and Progress: The unfunded PBO for the State of
California, as adjusted to fair value, based on the standardized
measure of the PBO, which uses the Projected Unit Credit Actuarial
Method, as appears in the actuarial valuation, was $1.5 billion at
June 30, 1995, as shown in Table 22.

Table 22

Schedule of the Unfunded Pension Benefit Obligation for the State of
California

June 30, 1995 (Amounts in millions)

Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits and

terminated employees not yet receiving benefits.........c.cccoovviiiiiiniicie, $ 18,478
Current employees:

Accumulated employee contributions, including:

allocated INVESIMENT AIMINGS. ......vviviiiieeiiieeesieeeeseeeesbee e srree e seeee e sraeee e 5,108
Employer-financed vested........... .. 12,366
Employer-financed nonvested..... 420

Total pension benefit obligation 36,372
Net assets allocated to fund the pension benefit obligation,

at smoothed Market ValUE............cooiiiiiiiiieiiie e 34,889
Unfunded Pension Benefit Obligation..........ccooiiiiiiiiiiiiieeee e $ 1,483

Following are the significant actuarial assumptions used to
calculate the above PBO and the actuarially determined
contributions presented in the next paragraph. The actuarially
assumed investment return is 8.5% per annum. The salary scale
used assumes salary increases that vary by length of service. The
total increase in any future year includes an assumed 4.5%
inflation rate, a 0.0% across the board increase and merit increases
that vary by length of service. There was no change in the PBO as of
June 30, 1995, as a result of changes in benefit provisions or
actuarial methods and assumptions.
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B. Judges’ Retirement
Funds

Contributions Actuarially Determined and Contributions Made: The
total net retirement contributions for the year ended June 30, 1996,
amounted to $1.5 billion, of which $1.1 billion or 12% of covered
payroll came from the employers and $0.4 billion or 4% of covered
payroll came from the members. The actuarially determined
required employer contributions will be reduced by approximately
$50 million due to the usage of surplus credits resulting from
actuarial valuations. Contributions were made in accordance with
actuarially determined requirements. Employer normal cost is
10.36% of covered payroll and amortization of unfunded liabilities is
1.82% of covered payroll. The State of California General Fund
employer contribution for the year ended June 30, 1996, is $587
million; this amount is not required to be paid until July 1, 1997.

Trend Information: Table 23 shows trend information for the PERF
as of and for the years ended June 30, 1993, 1994, and 1995.
Additional trend information is available in the separately issued
financial report of CalPERS for the year ended June 30, 1996.

Table 23

Schedule of Trend Information for the Public Employees’
Retirement Fund

As of and for the Years Ended June 30 (Amounts in millions)

1995 1994 1993

Net assets available for benefits.............ccccuvveeee. $ 34,889 $ 32,550 $ 27,477
Pension benefit obligation.............ccocceeiiiniinen. 36,372 33,552 31,560

Unfunded pension benefit obligation................ 1,483 1,002 4,083
Annual covered payroll............cccoooeiiiiiiiniieneenn $ 8,618 $ 8,026 $ 7,487
Employer Contributions.............cccovveeeiiieeiniiieennns 1,001 852 806
Percent funded..........ccooviiiiiiiiiiie 95.92 % 97.01 % 87.06 %
Unfunded pension benefit obligation as a

percentage of covered payroll............ccceveene 17.21% 12.48 % 54.53 %
Employer contributions as a percentage

of covered payroll...........ccooeeeiiiiiniieeeee 11.62 % 10.62 % 10.77 %

Plan Description: CalPERS administers the Judges Retirement Fund
(JRF) and the Judges Retirement Fund Il (JRF Il), which are agent
multiple employer defined benefit retirement plans. The
membership of JRF includes justices of the Supreme Court and
courts of appeal, and judges of superior courts and municipal
courts appointed or elected prior to November 9, 1994. The
membership of JRF Il includes justices of the same courts who were
appointed or elected subsequent to November 9, 1994. There are 59
employers participating in the JRF and 28 employers participating
in the JRF Il. The payroll for employees covered by JRF and JRF lI
in 1995 was approximately $154 million and $8 million respectively.
The State of California pays the employer contributions for all
employees covered by JRF and JRF II.
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The required contribution rates of active plan members is based on
a percentage of salary over a base compensation amount. For the
year ended June 30, 1996, the required contribution rates for JRF
and JRF Il are 8.0%.

The funding to meet benefit payment requirements of JRF, other
than member contributions, is currently provided from the following
sources: employer contributions, which require 8.0% of applicable
member compensation; filing fees, which require varying amounts,
depending on fee rate and number of filings; investments, which
earn the current yield on short-term investments; and the State of
California balancing contributions, as required by the Judges’
Retirement Law, which are equal to an amount at least equal to the
estimated benefits payable during the ensuing fiscal year less the
sum of (1) the estimated member contributions during the ensuing
fiscal year, and (2) net assets available for benefits at the beginning
of the fiscal year.

For the year ended June 30, 1996, the employer contribution rate
for the JRF Il was 18.8% of applicable member compensation. Costs
of administering the plan are financed through the contributions
and investment earnings of the plan.

All justices and judges are required to participate in the JRF and
JRF II. JRF and JRF Il provide a monthly allowance based on age,
years of credited service, and highest average compensation over an
established period of time of one year. Vesting occurs after five
years. Both plans provide death and disability benefits. The benefits
for the JRF are established by the Judges’ Retirement Law. The
benefits for the JRF Il are established by the Judges’ Retirement
System Il Law.

Funding Status and Progress: The unfunded PBO for the JRF, based
on the standardized measure, which uses the Projected Unit Credit
Actuarial Method as appears in the actuarial valuation at June 30,
1995 was $1.3 billion, as shown in Table 24. An actuarial valuation
has not been performed for JRF Il using the standardized measure
of PBO.
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Table 24

Schedule of the Unfunded Pension Benefit Obligation
for the Judges’ Retirement Fund
June 30, 1995 (Amounts in millions)

Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits and

terminated employees not yet receiving benefits..........cccoeiiiiiniiien. $ 785
Current employees:

Accumulated employee contributions, including

allocated INVESIMENT CAIMINGS. ........eii ittt ee e et e e ree e 97
Employer-financed vested................ 302
Employer-financed nonvested 129

Total pension benefit 0bligation. ..o 1,313
Net assets available for benefits at CoSt...........coovviiiiiiiiiii 9
Unfunded Pension Benefit Obligation.........cccocvvveiiiii i $ 1,304

Following are the significant actuarial assumptions used to
calculate the above PBO and the actuarially determined
contributions presented in the next section. The actuarially
assumed investment return is 8.5% per annum. The salary scale
used assumes salary increases of 4.75% per annum. The total
increase in any future year includes an assumed 4.5% inflation
rate. There was no change in the PBO as of June 30, 1995, as a
result of changes in benefit provisions or actuarial methods and
assumptions.

Actuarial valuations for the JRF Il are required to be carried out
annually. The legislated State contribution rate will be adjusted
periodically as part of the annual Budget Act in order to maintain or
restore the actuarial soundness of the fund. The initial actuarial
valuation was performed as of June 30, 1995. As of June 30, 1995,
based on the actuarially determined funding policy, the fund was
overfunded by approximately $168,000. Also, for the year ended
June 30, 1995, the total net contributions to the fund were
$239,000, which is greater than the actuarially determined required
contributions.

Contributions Actuarially Determined and Contributions Made: The
contribution requirements of the JRF are not actuarially de-
termined. Contribution requirements are pursuant to state statute.
An actuarial valuation of JRF’s assets and liabilities is made at least
every two years. The last valuation was performed as of June 30,
1995. Such valuations are wused by CalPERS to make
recommendations for financing the JRF. For JRF the normal cost is
15.89% of covered payroll. For the year ended June 30, 1995, the
actual contributions made by the State to JRF were approximately
$50 million or 31% of the covered payroll, which is materially less
than the actuarially determined contributions of approximately
$251 million, which is necessary to be fully funded by January 1,
2002. For the year ended June 30, 1995, actual contributions made
by employees were $12 million or 8% of covered payroll.
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Contributions are actuarially determined for JRF Il. The actuarial
accrued liability was determined as part of an actuarial valuation of
the retirement plan performed as of June 30, 1995, which is the
latest available valuation. As of June 30, 1995, the statutory
contribution rate for JRF Il was 18.8% of covered payroll and there
was no unfunded liability to amortize. The total net retirement
contributions for JRF Il for the year ended June 30 1996, amounted
to $2.1 million of which $1.5 million or 18.8% of covered payroll
came from employers and $0.6 million or 8% of covered payroll
came from members.

Trend Information: Table 25 shows trend information for the JRF as
of and for the years ended 1993, 1994, and 1995. Table 25 reports
the combined annual covered payroll of both JRF and JRF IlI,
because the actuaries assume that the combined total will be the
basis for the amortization of the unfunded past service liability.
Additional trend information is available in the separately issued
financial report of CalPERS for the year ended June 30, 1996.

Table 25

Schedule of Trend Information for the Judges’ Retirement Fund
As of and for the Years Ended June 30 (Amounts in millions)

1995 1994 1993

Net assets available for benefits............ccccereneene $ 9 3 15 $ 24
Pension benefit obligation.............cccccceciiniiiieennn. 1,313 1,200 1,315

Unfunded pension benefit obligation................ 1,304 1,185 1,291
Annual covered payroll............ccccceeieiieiiiiieen, $ 162 % 161 $ 153
Employer and State General Fund contributions.. 50 42 63
Percent funded..........cccoeeviiiiiniinicc e, 0.69 % 1.25 % 1.83 %
Unfunded pension benefit obligation as a

percentage of covered payroll..............c.cceene 804.94 % 736.02 % 843.79 %
Employer contributions as a percentage of

covered Payroll........c.ccoceiiiiiiicieni e 30.86 % 26.09 % 41.18 %

Plan Description: CalPERS administers the Legislators’ Retirement
Fund (LRF), which is an agent single-employer defined benefit
retirement plan. The membership of LRF includes state legislators,
constitutional officers and legislative statutory officers. The payroll
for employees covered by LRF in 1995 was approximately $4.6
million.

The required contribution rates of active plan members is based on
a percentage of salary over a base compensation amount. For the
year ended June 30, 1996, the required contribution rates for LRF
was 4% of pay for members elected before March 4, 1972, and 8% of
pay for members elected thereafter.
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The required State contribution rate is 18.81% of applicable
member compensation, for the year ended June 30, 1996. Costs of
administering the plan are financed through the contributions and
investment earnings of the plan.

All members are eligible to participate in the LRF. The LRF provides
a monthly allowance based on age, years of credited service, and the
highest compensation while in office. Vesting occurs after four
years. The plan provides death and disability benefits. The benefits
for the LRF are established by the Legislators’ Retirement Law.

Funding Status and Progress: The unfunded PBO for the LRF based
on the standardized measure of the PBO, which uses the Projected
Unit Credit Actuarial Method as appears in the actuarial valuation
at June 30, 1995, was $10 million, as shown in Table 26.

Table 26

Schedule of the Unfunded Pension Benefit Obligation for the
Legislators’ Retirement Fund
June 30, 1995 (Amounts in thousands)

Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits and

terminated employees not yet receiving benefits. ... $ 73,472
Current employees:

Employee CONrDULIONS.......ccoiiiiiiiiii e 6,506

Employer-financed vested 15,409

Employer-financed NONVESLEM.............cocviiiiiiiiiii e 4,142
Total pension benefit obligation............ccooiiiiiiiii e 99,529
Net assets available for benefits at cost (market value was $93,612).................. 89,156
Unfunded Pension Benefit Obligation..........ccooiviiiiiiiiiiie e $ 10,373

Following are the significant actuarial assumptions used to
calculate the above PBO and the actuarially determined
contributions presented in the following section. The actuarially
assumed investment return is 7.75% per annum. The salary scale
used assumes salary increases of 4.5% per annum. The total
increase in any future year includes an assumed 4.5% inflation
rate. There was no change in the PBO as of June 30, 1995, as a
result of changes in benefit provisions or actuarial methods and
assumptions.

Contribution Required and Contribution Made: The contribution
requirements of the LRF are based on actuarially determined rates.
An actuarial valuation of LRF’s assets and liabilities is made at least
every two years. The last valuation was performed as of June 30,
1995. As of June 30, 1995, the State funding rate was 18.81% of
covered payroll. The amortization period of the unfunded actuarial
liability is 40 years for the LRF. For the LRF, the normal cost is
26.23% of covered payroll and the amortization of unfunded
liabilities is 12.09% of covered payroll, for a combined rate of
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38.32% of covered payroll. For the year ended June 30, 1995, the
actual state contributions made to the LRF were approximately
$576,000 or 12.5% of covered payroll, which is materially less than
the actuarially determined required contributions of approximately
$1.9 million. For the year ended June 30, 1995, the actual
contributions made by employees were approximately $419,000 or
9% of covered payroll.

Trend Information: Table 27 shows trend information related to the
LRF as of and for the years ended June 30, 1993, 1994, and 1995.
Additional trend information is available in the separately issued
financial report of CalPERS for the year ended June 30, 1996.

Table 27

Schedule of Trend Information for the Legislators’ Retirement Fund
As of and for the Years Ended June 30 (Amounts in thousands)

1995 1994 1993

Net assets available for benefits.............ccoevveeee.. $ 89,156 $ 82,417 $ 72,695
Pension benefit obligation.............cccciiiiiiiiine. 99,529 97,248 95,104

Unfunded pension benefit obligation................ 10,373 14,831 22,409
Annual covered payroll..........c.ccccooeriiiniiniicnnens $ 4630 $ 5503 $ 5,788
State contributions............coccevviiiiiiineiiee 576 596 698
Percent funded..........ccooviiiiiininii, 89.58 % 84.75 % 76.44 %
Unfunded pension benefit obligation as a

percentage of covered payroll............cc.ceeueenne 224.04 % 269.51 % 387.16 %
Employer contributions as a percentage of

covered Payroll........ccooveeeriiiiiiee e 12.44 % 10.83 % 12.06 %

Plan Description: CalPERS administers the Volunteer Firefighters’
Length of Service Award Fund (VFF), an agent multiple-employer
public employee defined benefit award plan. It currently has 30
participating fire departments.

Net Assets Available in Excess of Total Award Benefit Obligation:
The VFF did not have an unfunded benefit obligation at June 30,
1995. The net assets available in excess of total award benefit
obligation for the VFF based on the standardized measure, which
uses the Projected Unit Credit Actuarial Method as appears in the
actuarial valuation at June 30, 1995, was $116,000. This is the
result of the difference between the net assets available for benefits
of $931,000 and the total award benefit obligation of $815,000. The
total award benefit obligation was determined as part of an actuarial
valuation of the retirement plan performed as of June 30, 1995,
which is the latest available valuation.

Plan Description: The State Teachers’ Retirement System (STRS) is
the administrator of the Teachers’ Retirement Fund (TRF), a cost-
sharing multiple-employer defined benefit retirement plan that
provides pension benefits to teachers and certain other employees of
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the California public school system. At June 30, 1996, the TRF had
approximately 1,095 contributing employers, including school
districts, community college districts, and county offices of
education. The State is a nonemployer contributor to the TRF. The
payroll for employees covered by TRF in 1996 was approximately
$13.3 billion.

For the year ended June 30, 1996, the required contribution rate for
TRF covered members is 8% of applicable member earnings, and the
required employer contribution rate is 8.25% of applicable member
compensation.

Beginning July 1, 1991, full funding of TRF is provided by statute.
The State’s required annual contribution to the TRF is 4.3% of the
previous calendar year’'s teacher payroll. Subsequent to achieving a
full funding, the State will contribute only the amount necessary to
help fund the normal cost.

In 1989, TRF was required by statute to provide distributions to
retirees, disabilitants, and beneficiaries in order to restore
purchasing power to a minimum of 68.2% of the initial monthly
allowance. The statute required TRF to advance funds for the
distribution, until such time as the state contributions were
sufficient to meet the purchasing power obligations. The State is
required to repay the amount of advances by TRF with interest. Full
repayment to TRF is anticipated to occur by 1997. Additionally,
under certain provisions of the California Education Code,
employers are required to make contributions of 0.415% of the
payroll to the State. These contributions are appropriated by the
State to TRF.

Membership in the pension plan is mandatory for all employees
meeting the eligibility requirements. This plan provides defined
retirement benefits based on members’ final compensation, age, and
years of service. In addition, the retirement program provides
benefits to members upon disability, and to survivors upon the
death of eligible members. After five years of credited California
service, members become 100% vested in retirement benefits earned
to date. The benefits for the plan are established by the State
Teachers’ Retirement Law.

Summary of Significant Accounting Policies:

Basis of Accounting: The accounting records of the STRS are
maintained on the accrual basis of accounting. Member
contributions are recognized in the period in which the
contributions are due. Employer and State contributions are
recognized when due and the employer or State has made a formal
commitment to provide the contributions. Benefits and refunds are
recognized when due and payable in accordance with the STRS
retirement program.

Investments: The majority of the securities held in the investment
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portfolio at June 30, 1996, are in the custody of or controlled by the
State Street Bank and Trust Company, the master custodian of the
STRS. The investments of the STRS consist of government,
corporate, and international bonds, domestic and international
equities, mutual finds, limited partnerships holdings, real estate,
mortgages and other investments.

All investments are recorded at fair value. The fair values of
investments are generally based on published market prices and
quotations from major investment firms. In the case of debt
securities acquired through private placements, fair value is
computed by management based on market yields and average
maturity dates of comparable quoted securities. Mortgages are
valued on the basis of future principal and interest payments, and
are discounted at prevailing interest rates for similar instruments.
Real estate equity investment fair values represent the most recent
independent appraisals (conducted in the year ended June 30,
1996), updates to appraisals for the year ended June 30, 1995, of
properties purchased prior to the year ended June 30, 1996, and
current value estimates for properties purchased in the current
year. Short-term investments are reported at cost, which
approximates fair value.

Purchase and sales of debt securities, equity securities, and short-
term investments are recorded on the trade date. Real estate equity
transactions are recorded on the settlement date. Upon sale of
investments, the difference between sales proceeds and historical
cost is reflected in the statement of changes in fund balance.

Debt discounts are accredited to the bond maturity date and
premiums are amortized to the earliest call date using an
approximation of the interest method. Mortgage loan discounts are
accreted over a 20-year period using the pay-down method.

Funding Status and Progress: The unfunded PBO for the TRF based
on the standardized measure of the PBO, which uses the Projected
Unit Credit Actuarial Method as appears in the estimate for June
30, 1996 based on the actuarial valuation at June 30, 1995, was
$848 million, as shown in Table 28.
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Table 28

Schedule of the Unfunded Pension Benefit Obligation for
the Teacher’s Retirement Fund
June 30, 1996 (Amounts in millions)

Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits and
terminated employees not yet receiving benefits..........ccccoveviie e, $ 27,885
Current employees:
Accumulated employee contributions, including allocated

INVESTMENT BAIMINGS. . .eeiiiiieeiiiiie et e eeee e see e e st e e s e e s sraeeesbeeeesnteeesnneeeeas 15,904
Employer-financed Vested............ccccviiiiiiiiiici 19,894
Employer-financed NONVESLEA..............oooiiiiiiiiiieiiie e 620

Total pension benefit obligation 64,303
Net assets available for benefits at fair value............c.ccoceviiiiiiiii 63,455
Unfunded Pension Benefit Obligation..........ccocviiiiiiiiiiiiec e, $ 848

Following are the significant actuarial assumptions used to
calculate the above PBO. The fair market value of assets is the asset
valuation method. The actuarially assumed investment return is
8.0% per annum. The salary scale used assumes salary increases
of 5.5% per annum. The total increase in any future year includes
an assumed 4.5% inflation rate. There was no change in the PBO as
of June 30, 1996, as a result of changes in benefit provisions or
actuarial methods and assumptions.

Contribution Required and Contribution Made: The contribution
requirements of the TRF are not actuarially determined. The
contribution requirements of the TRF are determined by statute.
STRS employs an actuary to determine the adequacy of the funding
of the plan, including the contribution levels. Based on the June 30,
1996 estimate, STRS independent actuaries determined that the
estimated amortization period for the unfunded obligation computed
using the cost method and the statutory contribution rates was 18
years from July 1, 1995. The annual required contribution by
employers and the State for the year ended June 30, 1996, equaled
the total amount contributed of $1.7 billion. The employers’ annual
required contribution equaled $1.2 billion, or 9.02% of covered
payroll. The annual required contribution of the State was $530
million, or 3.98% of covered payroll. Employees contributed $1.1
billion, or 8.27% of covered payroll.

In addition to the $530 million, the State made contributions to the
TRF of approximately $225 million for state mandates and to repay
advances which provided for the restoration of the purchasing
power of retirees, disabilitants, and beneficiaries.

An actuarial valuation of TRF's assets and liabilities is made at least
every two years. The last valuation was performed as of June 30,
1995.

Trend Information: Table 29 shows trend information related to the

73



State of California

NOTE 23.

TRF as of and for the years ended 1994, 1995, and 1996. Additional
trend information is available in the separately issued financial
report of the STRS for the year ended June 30, 1996.

Table 29

Schedule of Trend Information for the Teachers’ Retirement Fund
As of and for the Years Ended June 30 (Amounts in millions)

1996 1995 1994

Net assets available for benefits.............cecuvveeee... $ 63,455 $ 55,862 $ 47,631
Pension benefit obligation.............cccceiiiinninen. 64,303 59,986 57,049

Unfunded pension benefit obligation................ 848 4,124 9,418
Annual covered payroll..........c.cccooiiiiiiiniicnncns $ 13,300 $ 12,688 $ 12,251
State Contributions...........ccccciiiiiiieii, 755 733 759
Percent funded..........ccooviiiiiiiiiiic, 98.68 % 93.13 % 83.49 %
Unfunded pension benefit obligation as a

percentage of covered payroll............ccoceeueenne 6.38 % 32.50 % 76.88 %
Employer contributions as a percentage of

covered Payroll........ccooeeeeiiiiniee e 5.68 % 5.78 % 6.20 %

POST-RETIREMENT HEALTH CARE BENEFITS

74

In addition to providing pension benefits, the State provides health
care and dental benefits to annuitants of retirement systems to
which the State contributes as an employer. To be eligible for these
benefits, first-tier plan annuitants must retire from the State on or
after attaining age 50 with at least five years of service, and second-
tier plan annuitants must retire from the State on or after attaining
age 55 with at least 10 years of service. In addition, annuitants
must retire within 120 days of separation from state employment to
be eligible to receive these benefits. As of June 30, 1996,
approximately 93,000 annuitants were enrolled to receive health
benefits and approximately 88,000 annuitants were enrolled to
receive dental benefits. In accordance with the Government Code,
the State generally pays 100% of the health insurance cost for
annuitants plus 90% of the additional premium required for the
enrollment of family members of annuitants. Although the State
generally pays 100% of the dental insurance premium for
annuitants, the Government Code does not specify the State’s
contribution toward dental insurance costs. The State recognizes
the cost of providing health and dental insurance to annuitants on a
pay-as-you-go basis. The cost of these benefits for the year ended
June 30, 1996, was approximately $267 million. This amount
decreased over the previous year due to a decrease in health
insurance premiums.
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NOTE 24.

SUBSEQUENT EVENTS

NOTE 25.

The following information represents significant events that
occurred subsequent to June 30, 1996, but prior to the date of the
auditors’ report.

On August 6, 1996, the State issued $3.0 billion in revenue
anticipation notes that will mature on June 30, 1997. On November
7, 1996, the State issued $129 million in general obligation bonds
and $371 million in general obligation refunding bonds, which were
used to retire previously issued commercial paper. From July 1,
1996, to November 27, 1996, the State issued approximately $549
million in revenue bonds. Refunding bonds that are used to
refinance existing debt accounted for approximately $499 million of
the revenue bonds.

In the general election held on November 5, 1996, voters approved
the sale of general obligation bonds with the passage of Propositions
204 and 206. Proposition 204, the “Safe, Clean, Reliable Water
Supply Act,” authorizes the issuance of $995 million in bonds.
Proposition 206, the “Veterans’ Bond Act of 1996,” authorizes the
issuance of $400 million in bonds.

BUILDING AUTHORITIES

Building Authorities have been created through the use of Joint
Exercise of Powers Agreements with various cities to finance the
construction of state buildings. The building authorities are legally
separate from the State of California. They meet the criteria of
blended component units and are being reported as capital projects
funds. As a result, the capital lease arrangements between the
building authorities and the State of $320 million have been
eliminated from the combined balance sheet. Instead, only the
underlying fixed assets and the debt used to acquire them are
reported in the appropriate account groups. Information on revenue
bonds and certificates of participation are included in Note 15 and
Note 10, respectively. Below is a list and description of these five
building authorities:

The Oakland State Building Authority was created in 1994 by a
Joint Exercise of Powers Agreement (JPA) between the State, acting
through the director of the Department of General Services, and the
Oakland Redevelopment Agency, for the purpose of financing the
acquisition of land and to plan, design, and complete the
construction of the Elihu M. Harris Building, as well as the leasing
and financing required to accomplish these goals and administer
these tasks. Copies of the financial statements may be obtained
from the Oakland State Building Authority, 300 Lakeside Drive,
Suite 130, Oakland, California 94612-3534.

The East Bay State Building Authority was created in 1989 by a
JPA between the Department of General Services, the Department of
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Transportation, and the City of Oakland for the purpose of financing
the acquisition of land and the construction of a Department of
Transportation state office building and parking facilities. Copies of
the financial statements may be obtained from the East Bay State
Building Authority, 111 Grand Avenue, Oakland, California 94612.

The Los Angeles State Building Authority was created in 1982 by
a JPA between the State, acting through the director of the
Department of General Services, and the Community
Redevelopment Agency of the City of Los Angeles, for the purpose of
financing the construction of a Los Angeles state office building.
Copies of the financial statements may be obtained from the Los
Angeles State Building Authority, 300 South Spring Street, Los
Angeles, California 90013.

The San Francisco State Building Authority was created in 1982
by a JPA between the State, acting through the director of the
Department of General Services, and the Redevelopment Agency of
the City and County of San Francisco, for the purpose of financing
the acquisition of land and the design and construction of a state
building. Copies of the financial statements may be obtained from
the San Francisco State Building Authority, San Francisco
Redevelopment Agency, 770 Golden Gate Avenue, San Francisco,
California 94102.

The California State University and Colleges Headquarters
Building Authority was created in 1972 by a JPA between the City
of Long Beach and the Trustees of the California State University
and Colleges for the purpose of acquiring, constructing,
maintaining, operating, leasing, and subleasing buildings for public
education purposes. This includes a headquarters building for the
Trustees. Copies of the financial statements may be obtained from
the California State University and Colleges Headquarters Building
Authority, 400 Golden Shore, Suite 102, Long Beach, California

90802-4275.
NOTE 26. DISCRETELY PRESENTED COMPONENT UNITS
A. University of The University of California (UC) was founded in 1868 as a public,
California State-supported institution. The California State Constitution

grants the UC full powers of government, subject only to legislative
control necessary to ensure the security of its funds and compliance
with certain administrative requirements. The majority of the 26-
member independent governing board—the Regents of the
University of California—are appointed by the Governor and
approved by the state Senate. In addition, various UC programs and
capital outlay projects are funded through appropriations from the
State’s annual Budget Act. The UC is discretely presented in the
State’s general purpose financial statements. Copies of the UC's
separately issued financial statements may be obtained from the
University of California, Business and Finance, 21st Floor, 300
Lakeside Drive, Oakland, California 94612-3550.

76



State of California

Basis of Presentation: The financial statements of the UC have been
prepared in conformity with GAAP, as outlined in Governmental
Accounting Standards Board (GASB) Statement No. 15 and the
American Institute of Certified Public Accountants College Guide
Model, including all applicable GASB statements effective for the
fiscal years through June 30, 1996.

The UC has entered into various capital lease agreements with the
State Public Works Board. The State Public Works Board issues
revenue bonds to finance the construction of these leased facilities.
The UC records the liability and the related trustee investments and
fixed assets in the financial statements. For the year ended June
30, 1996, the outstanding liability recorded as capital leases was
$1.1 billion. This amount represents the total liability for the
revenue bonds issued by the State Public Works Board to finance
the construction of facilities for the UC.

Investments: Investments of all funds are stated at cost at the date
of acquisition or, in the case of gifts, at quoted market value at the
date of donation, with the exception of University of California
Retirement System (UCRS) investments, which are stated at market
value.

Substantially all of the UC's investments are held in funds
associated with the Short Term Investment Pool (STIP), the General
Endowment Pool (GEP), or UCRS. Investments authorized by the
Regents for the STIP include fixed income securities with a
maximum maturity of five years. Certain other investments which
amount to $582 million are held by the trustees, but are not
included in Table 30. In addition, the Regents have also authorized
loans to faculty members under the University’s Mortgage
Origination Program with terms up to 30 years. Investments
authorized for the GEP and UCRS include equities and fixed-income
securities. The equity portion of the investment portfolio may
include common stocks, venture capital partnerships, and emerging
market funds. Where donor agreements place constraints on
allowable investments, assets associated with endowment and
similar funds are invested in accordance with the terms of the
agreements.

All of the UC’s fund groups participate in the STIP. Current funds to
provide for the payroll, operating expenses, and construction
expenditures of all campuses and teaching hospitals are invested in
the STIP until expended. These investments had a carrying value of
$3.5 billion and a market value of $3.6 billion as of June 30, 1996.
In the prior year, the STIP investments were recorded in the cash
and pooled investments account. For this year, STIP investments
are included in the investment account.

The GEP is a balanced portfolio in which a large number of

individual endowment funds participate in order to benefit from
diversification and economies of scale. These investments had a

77



State of California

Table 30

carrying value of $1.2 billion and a market value of $2.4 billion as of
June 30, 1996. The net assets of the endowment and similar funds
group are either invested in the GEP or are separately invested. The
separately invested funds that cannot be pooled in the GEP due to
investment restrictions or income requirements had a carrying
value of $123 million, and a market value of $173 million, as of
June 30, 1996.

UCRS contains funds associated with the UC’s defined benefits and
defined contribution plans.

All of the UC'’s categorized investments are insured, registered or
held by the UC'’s custodial bank as an agent for the UC in the UC'’s
name. There are three categories of credit risk and the investments
of the UC are category 1 investments. For an explanation of the
various categories of credit risk, see Note 3. Table 30 presents the
investments as of June 30, 1996.

Schedule of Carrying Value of Investments by Fund Group

June 30, 1996 (Amounts in thousands)

Investment Type

Corporate equity securities
U.S. and state government

Obligations.........cccccevvveeeene
Corporate debt securities

Foreign government

obligations...........ccccceeneenen.

Foreign debt securities

Venture capital.........c.ccceveeerneene

Mutual funds

Mortgage loans..........ccccceeueeene
Insurance contracts...................
Other investments............c........
Total Investments....................

Endowment
and UCRS
Current Loan Similar Plant Total Market Market
Funds Funds Funds Funds Cost Value Value
425 $ — $ 760,979 $ — $ 761,404 2,012,416 19,014,691
1,120,915 20,958 309,985 342,412 1,794,270 1,865,275 4,050,410
864,121 16,156 290,357 263,968 1,434,602 1,438,719 1,660,547
2,200 36 101,903 804 104,943 106,362 1,122,150
— — 69,663 — 69,663 75,886 603,047
— — 41,001 — 41,001 47,938 365,624
— — 49,070 — 49,070 59,015 289,320
174,632 — 2,789 2,453 179,874 179,264 —
— — — — — — 157,899
3,087 — 8,523 7,240 18,850 18,850 —

$ 2,165,380 $ 37,150 $ 1,634,270 $ 616,877 $ 4,453,677 $ 5,803,725 $ 27,263,688
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Cash deposits held in bank accounts at June 30, 1996, totaled
approximately $52 million. Of this amount, $500,000 was insured
by the FDIC.

Investments of $284 million included in the plant funds group are
held by trustees and pledged for future payments of principal,
interest, construction, and renewal and replacement in accordance
with various indenture requirements and other long-term debt
agreements.

The UC participates in a securities lending program as a means to
augment income. At June 30, 1996, securities with a market value
of approximately $5.0 billion were on loan to brokerage firms.
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Due from Primary Government: The Due from Primary Government
account balance reflects $111 million that is the short-term portion
of the amount due to UC for administrative expenses from the
General Fund and special revenue funds.

Revenue Bonds and Other Long-Term Debt: Revenue bonds are
secured by the revenues of the individual projects as well as certain
other UC revenues. Certificates of participation have been issued to
finance buildings and equipment under lease agreements. The
certificates are secured by buildings and equipment.

Table 31 shows the aggregate maturities of long-term debt for each
of the years subsequent to June 30, 1996.

Table 31

Schedule of University of California Long-Term Obligations
(Amounts in thousands)

Year Mortgages
Ending Capital Revenue and Other
June 30 Leases Bonds Borrowings

126,897 $ 23,790 $ 231,988
116,722 32,215 43,297
111,889 40,390 35,155
105,106 44,505 38,444
98,873 47,850 30,081
1,549,310 1,678,000 477,777

2,108,797 $ 1,866,750 $ 856,742

Less: Interest component of

future minimum payments..........c..cccceenee. 928,204
Present value of future
minimum paymentS.......cccoccveevveeesieneeen, $ 1,180,593

The above liabilities do not include $1.1 billion of various defeased
liabilities. Investments which have maturities and interest rates
sufficient to fund retirement of these liabilities are being held in
irrevocable trusts for the debt service payments. Neither the assets
of the trusts nor the outstanding obligations are included in the
balance sheet.

University of California Retirement System

Plan Description: Most UC career employees participate in the
University of California Retirement System (UCRS). UCRS consists
of a single-employer, defined benefit plan funded with UC and
employee contributions; a defined benefit plan for UC employees
who elected early retirement under the PERS Voluntary Early
Retirement Incentive Program (PERS-VERIP); and two defined
contribution plans with several investment portfolios funded with
employee non-elective and elective contributions.
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Funding Policy: UCRS is funded through UC and employee
contributions. The annually determined rates for employer
contributions as a percentage of payroll are based on
recommendations of the consulting actuary and appropriations
received from the State. Employer contributions were not required
during the fiscal year ended June 30, 1996.

As of June 30, 1996, the total net assets available in excess of the
PBO for covered employees is determined as shown in Table 32:

Table 32

Schedule of the Net Assets Available in Excess of the
Pension Benefit Obligation
June 30, 1996 (Amounts in thousands)

Pension Benefit Obligation:
Retirees and beneficiaries currently receiving benefits and

terminated employees not yet receiving benefits............cccoviiiiniinninnnn, $ 7,514,400
Current employees:
Employee CONribULIONS.......ccoiuiiiiiiiieiiie e 755,600
Employer-funded VESLEM...........cciiiiiiiiiieiieesee e 7,284,800
Employer-funded NONVESEEd...........coooviiiieiiiiiecicce e 522,700
Total pension benefit obligation..........cccoiiiiiiii i 16,077,500
Actuarially determined assets available for benefits
(market value of $23,742,000)..........cccceiririerrinieirineeee e 19,735,600
Net assets available in excess of the pension benefit obligation.......... $ 3,658,100

Post-retirement Health Care Benefits: In addition to pension
benefits, the UC provides certain health plan benefits to retired
employees. Employees who meet specific requirements may
continue their medical and dental benefits into retirement and
continue to receive UC contributions for those benefits. There are
approximately 34,000 retirees currently eligible to receive such
benefits. The cost of retiree medical and dental coverage is
recognized when paid. The cost of providing medical and dental
benefits for retirees and their families and survivors in the year
ended June 30, 1996, was $91 million.

Commitments and Contingencies: As of June 30, 1996, the UC had
authorized construction projects totaling $1.0 billion.

The UC is contingently liable in connection with claims and
contracts, including those currently in litigation, arising in the
normal course of its activities. UC management and General
Counsel are of the opinion that the outcome of such matters will not
have a material effect on the financial statements.

Rental expenditures for operating leases totaled $93 million during
the year ended June 30, 1996. Minimum required payments for the
year ended June 30, 1997, are $51 million. These payments will
decrease in subsequent years.
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B. Special Purpose
Authorities

Subsequent Event: In July 1996, Hospital Revenue Bonds totaling
$346 million were issued for the purpose of financing and
refinancing the costs of the acquisition, construction and equipping
of certain health care and related facilities at the University of
California, Davis Medical Center. Approximately $112 million of the
proceeds were applied to repay interim financing incurred prior to
the issuance of the bonds. The bonds have annual principal and
semiannual interest payments, an average interest rate of six
percent, serial maturities, term bonds with sinking fund
requirements and optional redemption provisions.

The State Compensation Insurance Fund (SCIF) is a self-
supporting enterprise created to offer insurance protection to
employers at the lowest possible cost. It operates in competition
with other insurance carriers to provide services to the State,
county, city, school district, or other public corporations. The SCIF
is legally separate from the State. It is a component unit of the State
because the State appoints all five voting members of the SCIF's
governing board and has the authority to approve or modify the
budget for support of the SCIF to run the workers’ compensation
benefit program. Copies of the SCIF's financial statements may be
obtained from the State Compensation Insurance Fund, 1275
Market Street, San Francisco, California 94103.

The California Housing Finance Agency (CHFA) was created for
the purpose of meeting the housing needs of persons and families of
low and moderate income by providing a low-cost source of
financing. Copies of the CHFA financial statements may be obtained
from CHFA, 1121 L Street, Sacramento, California 95814.

State legislation created various other Non-Major Component
Units to provide certain services outside the State and to provide
certain private and public entities with a low-cost source of
financing for programs deemed to be in the public interest. Non-
Major Component Units are legally separate from the State, provide
services outside of the State, and meet the other criteria of
discretely presented component units. Any debt of the Non-Major
Component Units is collateralized solely by the credit of the private
and public entities and is administered by trustees independent of
the State or the State Treasurer’'s Office. At June 30, 1996, the Non-
Major Component Units had $10.4 billion of debt outstanding,
which is not debt of the State. Copies of the financial statements of
these component units may be obtained from the Office of the State
Controller, Division of Accounting and Reporting, P.O. Box 942850,
Sacramento, California 94250-5876.

Tables 33 and 34 present summary financial statements for all

major discretely presented component units and aggregate
information for the Non-Major Component Units.
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Table 33

Condensed Balance Sheet
Component Units - Special Purpose Authorities
June 30, 1996 (Amounts in thousands)

California
State Housing Non-Major
Compensation Finance Component
Insurance Agency Units Total

Assets:
Due from primary

government...........ccoeevene.. 9,965 $ — $ 3,546 $ 13,511
Due from other funds... — — 739 739
Other current assets.... 1,114,452 395,345 138,555 1,648,352
Investments..........cccveveeevennnn, 5,913,923 975,760 4,098 6,893,781
Advances and loans

receivable..........ccccoocveennns — 3,731,656 4,478 3,736,134
Fixed assets... . 219,548 — 311,908 531,456
Total ASSetS....cccceeveevercieennnnn, 7,257,888 $ 5,102,761 $ 463,324 $ 12,823,973
Liabilities:
Due to other funds.......... $ — $ — $ 743 $ 743
Other current liabilities.... 1,043,830 303,519 20,351 1,367,700
Benefits payable.................... 4,619,802 — — 4,619,802
Revenue bonds payable......... — 4,337,755 — 4,337,755
Contracts and notes payable.. — — 48,853 48,853
Total Liabilities........cc.cceeeueenne 5,663,632 4,641,274 69,947 10,374,853
Fund Equity:
Retained earnings:

Reserved for regulatory

requirements...........c........ 100,000 416,893 — 516,893

Unreserved....... . 1,494,256 44,594 393,377 1,932,227
Total Fund Equity........cceeue. 1,594,256 461,487 393,377 2,449,120
Total Liabilities and

Fund Equity......cccceevurnnen. $ 7,257,888 $ 5,102,761 $ 463,324 $ 12,823,973
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Table 34

Combined Statement of Revenues, Expenses, and Changes in
Retained Earnings

Component Units - Special Purpose Authorities

Year Ended June 30, 1996 (Amounts in thousands)

California
State Housing Non-Major
Compensation  Finance  Component
Insurance Agency Units Total

Operating Revenues:
Earned premiums (net).............. $ 1,077,384 $ — $ — $ 1,077,384
Other revenue — 366,085 110,161 476,246
Total Operating Revenues...... 1,077,384 366,085 110,161 1,553,630
Operating Expenses:
Depreciation.........ccccceeevveeennnen. 7,641 600 3,311 11,552
Benefit payments............cc.ceee... 953,491 — — 953,491
Interest expense..........cccceeeennes — 274,501 — 274,501
Amortization of deferred

Charges......coocvvvieeiiiieeeen — 2,238 — 2,238
Other operating expenses......... 175,441 40,821 120,024 336,286
Total Operating Expenses...... 1,136,573 318,160 123,335 1,578,068
Operating Income (LosS)........ (59,189) 47,925 (13,174) (24,438)
Nonoperating Revenues

(Expenses):
Interest revenue..............ccoe.e... 489,345 — 820 490,165
Dividends paid...........cccccvrverinne (281,513) — — (281,513)
Other nonoperating

revenues (expenses)............. — — (6,236) (6,236)
Net Nonoperating

Revenues (Expenses)......... 207,832 — (5,416) 202,416
Net Income (LOSS)......ccceeruneee. 148,643 47,925 (18,590) 177,978
Retained Earnings,

July 1,1995.......cccniiiinnnn. 1,445,613 413,562 411,967 2,271,142
Retained Earnings,

June 30, 1996.........ccceevenne $ 1594256 $ 461,487 $ 393,377 $ 2,449,120

Significant Accounting Policies: The SCIF prepares its financial
statements in conformity with practices prescribed by the State’s
Department of Insurance, which is primarily in accordance with
generally accepted accounting principles. There are, however, a few
principal exceptions; policy acquisition costs, late premiums, and
office furniture and equipment are charged off currently; premium
income is recognized over the policy periods; reinsured contract
amounts are presented net of reinsurance; and the amount, that is
due from the primary government for claims received, is not
recorded. The Board of Directors of the SCIF declares dividends
payable to policy holders who meet the premium volume and loss
experience criteria established by the Board. The dividends paid
shown on the Statement of Revenues, Expenses, and Changes in
Retained Earnings for Special Purpose Authorities are for those
dividends paid to policy holders. The financial statements of the
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SCIF, which are included as a component unit, are as of and for the
year ended December 31, 1995.

The accounts of the remaining special purpose authorities are
reported using the accrual basis of accounting. Under the accrual
basis, revenues are recognized when they are earned, and expenses
are recognized when they are incurred.

Fixed Assets—-Property and Depreciation: Depreciation on
buildings for the SCIF is computed on a straight-line basis over the
estimated useful lives of the buildings (40 to 50 years). Data
processing equipment owned by the SCIF is carried at cost less
accumulated depreciation computed on a straight-line basis over
the estimated useful lives of the equipment (three to five years).

Cash and Pooled Investments and Investments: The cash and
pooled investments of the special purpose authorities are primarily
invested by the State Treasurer as part of the State’s pooled
investment program. At June 30, 1996, the special purpose
authorities cash and pooled investments were approximately 3% of
the State’s pooled investment portfolio described in Note 3.
Additionally, state law, bond resolutions, and investment policy
resolutions allow the authorities to invest in United States
government securities, Canadian government securities, state and
municipal securities, commercial paper, corporate bonds,
investment agreements, and other investments.

All investments reported as of June 30, 1996 are categorized in
three categories of credit risk:

1. Insured or registered, or securities held by the authority or
its agent in the authority’s name.

2. Uninsured and unregistered, with securities held by the
counterparty’s trust department or by an agent in the
authority’s name.

3. Uninsured and unregistered, with securities held by the
counterparty or by its trust department or agent but not in
the authority’s name.

Table 35 presents the carrying value and market value of the
investments of the special purpose authorities that were reported to
the State on June 30, 1996.

Included in the investments of the special purpose authorities are
the investments of the SCIF as of December 31, 1995. The SCIF
represents 86% of the carrying value and 86% of the market value
of the authorities’ investments.
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Table 35

Schedule of Investments - Special Purpose Authorities
June 30, 1996 (Amounts in thousands)

Category Carrying Market

Invested Funds Subject to Categorization 1 2 3 Value Value
Government Securities:

U.S. and U.S. 8gENCY.......ceceerririieriiniieieeeee e $ 3,677,075 $ — $ — $ 3,677,075 $ 4,043,186

Canadian goverNMENt..........ccovirieerieeniee e 39,642 — — 39,642 43,987

State and municipal 25,067 — — 25,067 25,262
COMMETCIAl PAPET.....cutieeiiiieeriie ettt 4,500 — — 4,500 4,500
Corporate boNdS..........cooeiiiieiieiiie e 2,070,652 — — 2,070,652 2,175,249
Investment agreements — 308,262 — 308,262 308,262
MONEY MATKEL.......ecviiuiiiiirieiesie e 187,745 — 4,098 191,843 191,843
Total Invested Funds Subject to Categorization............. $ 6,004,681 $ 308,262 $ 4,098 6,317,041 6,792,289
Separately Invested Funds Not Subject to Categorization
Investment agreements... 576,740 576,740
TOTAI INVESTMENES ...ttt bbb bbbt b bbbt e bt bbb e e e bt ettt st nn e ene s $ 6,893,781 $ 7,369,029

Due from the Primary Government: The Due from the Primary
Government account balance reflects $10 million that is due to the
SCIF from the State’s General Fund.

Restricted Assets: Cash and pooled investments of $373 million
and investments of $963 million were restricted for debt service.

Fixed Assets: Table 36 presents property and data processing
equipment for the authorities.

Table 36

Schedule of Fixed Assets - Special Purpose Authorities
June 30, 1996 (Amounts in thousands)

Real estate:

OFfice DUIAING. ..o $ 335,245

Land......cccooeeveveeienne. 37,119
Furniture and @QUIPMENT.........coiuuiiiiiie ittt 62,870
CONSLIUCHION 1N PIrOGIESS. .. .eetieieieieeiieentreeteesiee ettt esbee s bt e sbe e bt e sineesbeesieeanne 1,133
Total Fixed Assets................. . 436,367
Less: Accumulated depreciation.. . (98,858)
NEL FIXEU ASSEES...iiiiiiiiiiitieie sttt ettt e e e e stesreesaesteerenses $ 337,509

The schedule of fixed assets does not include certain unaudited
fixed assets of the Non-Major Component Units totaling
approximately $194 million.

Revenue Bonds: Under state law, the CHFA may issue revenue
bonds. The bonds issued by the CHFA allow the State to make loans
to finance housing developments and to finance the acquisition of
homes by low to moderate income families. When the housing
development and home loans financed by the revenue bonds are
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fully paid, the housing developments and homes become the
property of private individuals or entities. Principal and interest on
the revenue bonds issued by the CHFA are payable from its
earnings.

Changes in Bond Indebtedness: Table 37 summarizes the changes

in revenue bond debt of these authorities for the year ended June
30, 1996.

Table 37

Schedule of Changes in Revenue Bond Debt - CHFA
Year Ended June 30, 1996 (Amounts in thousands)

Balance, JUIY 1, 1995. ... ..ot $ 3,750,981
72X (o |1 4o 3 1= SRS SRR 1,002,452
DEAUCTION. ...ttt (415,678)
Balance, JUNE 30, 1996.........uuuuruuruieriiiiiiiieiiiisneeseeeseesseesseesseesseeseens $ 4,337,755

Debt Service Requirements: Table 38 shows the debt service
requirements for revenue bonds, excluding interest. Total interest
payments for the year ended June 30, 1996, was $253 million.

Table 38

Schedule of Debt Service Requirements - CHFA
Year Ending June 30 (Amounts in thousands)

$ 54,465
67,645
72,625
78,106
88,136

3,988,895

$ 4,349,872

Extinguishment of Debt: On May 8, 1996, the CHFA issued Home
Mortgage Revenue Bonds 1996 Series A, of which a portion of the
proceeds were put into an escrow account to redeem Home
Mortgage Revenue Bonds 1986 Series A. The CHFA considered this
debt refunding to be an in-substance defeasance and accordingly
removed from the combined balance sheet the bonds payable as
well as the assets required to effect the redemption. In accordance
with GASB No. 23, “Accounting and Financial Reporting for
Refundings of Debt Reported by Proprietary Activities,” the loss from
the debt refunding was deferred and will be amortized over the
remaining life of the prior bonds, which is shorter than the
estimated life of the refunding bonds. At June 30, 1996, $92 million
of bonds were considered defeased. The loss from extinguishment of
debt was $3 million.



Notes to the Financial Statements

NOTE 27.

The refunding will decrease the debt service cash outflow for Single
Family (Home Mortgage Revenue Bonds) by approximately $15
million. The refunding may also provide for an economic gain
(present value of the difference between new and old debt service
requirements) for Single Family, which is estimated to be
approximately $1 million.

Commitments: As of June 30, 1996, the CHFA has outstanding
commitments to provide $6 million for loans under the Multi-Unit
Rental Housing Revenue Bonds | Program, $38 million for loans
under the Multifamily Housing Revenue Bonds Il Program, and $43
million for loans under the Home Mortgage Revenue Bonds
Program.

At December 31, 1995, SCIF was committed under the terms of

renewable leases for 18 offices. Table 39 summarizes the minimum
annual rental commitments.

Table 39

Schedule of Lease Commitments - SCIF
Year Ending December 31 (Amounts in thousands)

$ 16,632
14,997
9,713
6,430
4,454
4,716

$ 56,942

Subsequent Events: From July 1, 1996, to November 27, 1996, the
CHFA issued approximately $214 million in revenue bonds.

JOINT VENTURE

A joint venture is an entity that results from a contractual
arrangement and that is owned, operated, or governed by two or
more participants as a separate and specific activity subject to joint
control. In such an arrangement, the participants retain an ongoing
financial interest or an ongoing financial responsibility in the entity.

The Capitol Area Development Authority (CADA) was created in
1978 by the Joint Exercise of Powers Agreement (JPA) between the
State of California and the city of Sacramento for the location of
state buildings and other improvements in the central city. The
CADA is a public entity separate from the State and the city, and is
administered by a board of five members: two appointed by the
State, two appointed by the city, and one appointed by the
affirmative vote of at least three of the other four members of the
board. The State designates the chairperson of the board. Although
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the State does not have an equity interest in the CADA, it has an
ongoing financial interest in the CADA. Based upon the
appointment authority, the State has the ability to indirectly
influence the CADA to undertake special projects for the citizenry of
the State. The State subsidizes the CADA's operations by leasing the
lands to the CADA without consideration; however, the State is not
obligated to do so. Separately issued financial statements of the
CADA can be obtained from its administrative office at 1530 Capitol
Avenue, Sacramento, California 95814.
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Special Revenue Funds

Special Revenue Funds account for the proceeds of specific revenue
sources, other than major capital projects or expendable trust funds, which
are legally restricted to expenditures for specific purposes. A description of
major special revenue funds follows:

Federal Fund accounts for the receipt and use of grants, entitlements, and
shared revenues received from the federal government.

Transportation Construction Fund accounts for gasoline taxes, bond
proceeds, and other revenues that are used for highway and passenger rail
construction.

Transportation Safety Fund accounts for automobile registration fees
and other revenues that are used for transportation safety programs.

Business and Professions Regulatory and Licensing Fund accounts for
fees and other revenues charged for regulating and licensing specific
industries, professions, and vocations.

Environmental and Natural Resources Fund accounts for fees, bond
proceeds, and other revenues that are used for maintaining the State’s
natural resources and improving the environmental quality of the State’s
air, land, and water.

Financing to Local Governments Fund accounts for fees, bond proceeds,
and other revenues that are used to finance the construction and
maintenance of schools, parks, jails, and other local government assets.

Cigarette and Tobacco Tax Fund accounts for a surtax on cigarette and
tobacco products that is used for various health programs.

Local Revenue Fund accounts for a 0.5% state sales tax that is dedicated
to local governments for realigning costs from the State to local
governments.

Unemployment Programs Fund accounts for transfers from the federal
fund, appropriations from the State, penalties, and other revenues which
are used to pay for the administration of the Unemployment Insurance
Program and other related programs.

Financing to the Public Fund accounts for various fees, bond proceeds,
appropriations from the State, and other revenues which provide financing
to the public for emergencies, housing, and other programs.

Other Special Revenue Funds account for transactions related to
resources obtained from all other specific revenue resources (other than for
expendable trusts or major capital projects) that are legally restricted to
expenditures for specific purposes.
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Special Revenue Funds
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

Business
and Environmental
Professions and
Transportation Transportation Regulatory Natural
Federal Construction Safety and Licensing Resources
ASSETS:
Cash and pooled investments.............cccocveue. $ 120,923 $ 751,056 $ 123,288 $ 219,846 $ 620,736
Receivables (Net).........ccoccveeviiiieiiiiiciieeee 25,012 66,432 12,184 26,723 110,983
Due from other funds..........ccccoooveiiiiiiiieeene 150,881 1,052,259 173,647 135,793 252,346
Due from other governments...........cccccocveeene 4,420,775 13,487 2,851 19 14,121
FOOd Stamps......coccveeiiieeieee e 504,262 — — — —
Advances and loans receivable..................... 22,909 109,215 — 7,012 1,051,001
Other @SSetS.......ccccuvieiiiiieiiee e 224,418 — 2,744 1 —
Total ASSEtS...ooiieiiiiiiiiieeee e, $ 5469180 $ 1,992,449 $ 314,714 % 389,394 $ 2,049,187
LIABILITIES:
Accounts payable..........ccoocveeriiinrreie e $ 507,138 $ 108,616 $ 34,870 $ 31,851 $ 43,960
Due to other funds.........ccccevveiiiiiiienieieee, 3,305,539 67,198 108,648 50,019 90,296
Due to component UNitS...........ccceeeveeeinieeenns 3,493 17,904 25,463 2,538 2,911
Due to other governments...........ccccoecveeennenn, 1,095,307 11,248 4,064 4,824 37,071
Deferred revenue...........ccoeeiieeeiiieeesiieeeene 504,262 — — — —
Advances from other funds............cccoccveeennnen. — — — 5,557 25,711
Tax OVerpaymentS.........cccocverveenieesneeneenneenn, — — — — —
DEPOSIES. ..ciiiiieeeiiee e — 5,351 — — 391
Advance collections............cccocceeeriieeiniiieennns 3,429 2,453 7,569 17,117 10,573
Other liabilities. ........cccorveereiiii e 113 36,196 5,187 2,184 1,073
Total LiabilitieS......cccoveeiieiiiiieeieeee, 5,419,281 248,966 185,801 114,090 211,986
FUND BALANCES:
Reserved for:
ENCUMDBIranCes........ccoovvvieeieieeie e 1,422 794,954 68,149 42,303 241,784
Advances and l0ans...........cccccceveeiiereiiieeenn. 22,909 109,215 — 7,012 1,051,001
Continuing appropriations.............c.ccceeeeene. — 2,097,311 2,580 26,621 194,461
Total Reserved.........ccccvviveiiiieeniiencns 24,331 3,001,480 70,729 75,936 1,487,246
Unreserved:
Undesignated (Deficit).........ccceevverinnnns 25,568 (1,257,997) 58,184 199,368 349,955
Total Fund Balances...........cccoceeveenen. 49,899 1,743,483 128,913 275,304 1,837,201

Total Liabilities and Fund Balances.... $ 5,469,180 $ 1,992,449 $ 314,714 % 389,394 $ 2,049,187

92



Special Revenue Funds

Financing Cigarette
to and Financing Other
Local Tobacco Local Unemployment to the Special

Governments Tax Revenue Programs Public Revenue Total
$ 299,591 $ 341,439 $ 57,500 $ 169,778 $ 124,779  $ 492,857 $ 3,321,793
17 2,810 1,672 26,920 6,272 73,817 352,842
13,169 87,113 302,270 405,143 44,738 198,013 2,815,372
8,742 — — 2,303 — 44,812 4,507,110
— — — — — — 504,262
1,490 — — — 15,719 93,324 1,300,670
— — — — — 1 227,164
$ 323,009 $ 431,362 $ 361,442 $ 604,144 $ 191,508 $ 902,824 $ 13,029,213
$ 19,323  $ 27,042 3% — 8 103,799 $ 175  $ 79,523 % 956,297
5,455 122,163 27,934 36,267 1,129 346,773 4,161,421
— 27,966 — 5,371 — 309 85,955
17,291 20,301 325,233 — — 6,318 1,521,657
— — — — — — 504,262
— — — — — 11,396 42,664
— — — 5,818 — — 5,818
— — — — — 7,616 13,358
— 312 5,074 — — 40,194 86,721
— — — 907 21 192 45,873
42,069 197,784 358,241 152,162 1,325 492,321 7,424,026
17,471 15,817 — 401,718 14 39,486 1,623,118
1,490 — — — 15,719 93,324 1,300,670
727,224 5,692 — 8,330 153,452 17,900 3,233,571
746,185 21,509 — 410,048 169,185 150,710 6,157,359
(465,245) 212,069 3,201 41,934 20,998 259,793 (552,172)
280,940 233,578 3,201 451,982 190,183 410,503 5,605,187
$ 323,009 $ 431,362 % 361,442 % 604,144 $ 191,508 $ 902,824 $ 13,029,213
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Special Revenue Funds

Combining Statement of Revenues,

Expenditures, and Changesin Fund Balances

Year Ended June 30, 1996
(Amounts in thousands)

REVENUES:

Total Revenues

EXPENDITURES:
Current:

Capital outlay

General government

Education

Health and welfare

Resources

State and consumer services
Business and transportation ....
Correctional programs

Property tax relief

Debt service:

and Other Financing Uses
Fund Balances, July 1, 1995.....
Fund Balances, June 30, 1996..

94

Principal retirement
Interest and fiscal charges ....

Total Expenditures

Intergovernmental
Licenses and permits
Natural resources

Excess (Deficiency) of Revenues

Over (Under) Expenditures...................

OTHER FINANCING SOURCES (USES):
Proceeds from general obligation bonds

and commercial p

aper...........
Proceeds from refunding bonds
Operating transfers in
Operating transfers out
Transfers out - component units
Payment to refunding bond escrow agent

Net Other Financing Sources (Uses)......
Excess of Revenues and Other Financing
Sources Over (Under) Expenditures

Business
and Environmental
Professions and
Transportation Transportation Regulatory Natural

Federal Construction Safety Licensing Resources
$ — $ 1,856,595 $ — $ 42,716 3 98,242
24,335,580 — — — 2,182
— 615,263 1,111,526 99,361 112,665
— — — — 53
— 1,894 65,779 2,719 83,007
— — 15,059 396,000 652,191
15,388 — 35,150 1,001 5,025
1 36,405 6,848 11,033 44,610
— 76,275 3,140 15,406 44,019
24,350,969 2,586,432 1,237,502 568,236 1,041,994
628,507 11,239 20,298 280,970 9,904
2,682,748 — 949 12,913 797
17,296,552 — 1,665 13,481 27,770
119,887 201 104,916 162 1,010,897
4,695 17 9,238 229,337 1,564
2,179,259 1,995,803 1,010,825 89,454 216,283
1,642 — — — —
— — — — 3,000
— 29,097 — — 9,905
— — — — 5,064
— 1,506 — — 24,913
22,913,290 2,037,863 1,147,891 626,317 1,310,097
1,437,679 548,569 89,611 (58,081) (268,103)
— 78,000 — — 213,513
— 36,195 3,810 128,578 220,812
(1,628,292) (128,557) (156,213) (3,699) (84,127)
— (956) — — —
(1,628,292) (15,318) (152,403) 124,879 350,198
(190,613) 533,251 (62,792) 66,798 82,095
240,512 1,210,232 191,705 208,506 1,755,106
49,899 $ 1,743,483 $ 128,913 $ 275,304 $ 1,837,201
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Financing Cigarette
to and Financing Other
Local Tobacco Local Unemployment to the Special

Governments Tax Revenue Programs Public Revenue Total
$ 17,203  $ 455575 $ 1,606,511 $ 62,519 $ 155  $ 7,686 $ 4,147,202
— — — — — — 24,337,762
2,024 — 822,521 — — 65,051 2,828,411
— — — — — — 53
841 — — — — 97,725 251,965
— — — — — 171,213 1,234,463
15 — — 60,355 — 130,499 247,433
5,979 16,122 6,536 8,922 2,526 11,369 150,351
12,139 43 — 2,057 2,488 719,652 875,219
38,201 471,740 2,435,568 133,853 5,169 1,203,195 34,072,859
1,201 359 398 3 398 636,490 1,589,767
328,286 16,807 — — — 36,746 3,079,246
— 279,913 2,443,856 1,169,017 — 684,170 21,916,424
46,168 21,002 — — — 11,352 1,314,585
(795) — — — — 86,065 330,121
375 — — — 6,341 60,986 5,559,326
63,327 — — — — 10,758 75,727
— — — — — — 3,000
5,931 — — — — — 44,933
— — — — — — 5,064
2,834 — — — — 29,253
447,327 318,081 2,444,254 1,169,020 6,739 1,526,567 33,947,446
(409,126) 153,659 (8,686) (1,035,167) (1,570) (323,372) 125,413
64,001 — — — — — 355,514
113,585 — — — — — 113,585
16,689 80,222 1,796 1,093,297 14,980 316,725 1,913,104
— (148,179) (1,806) — (36,804) (52,165) (2,239,842)
— (18,180) — — — — (19,136)
(113,585) — — — — — (113,585)
80,690 (86,137) (10) 1,093,297 (21,824) 264,560 9,640
(328,436) 67,522 (8,696) 58,130 (23,394) (58,812) 135,053
609,376 166,056 11,897 393,852 213,577 469,315 5,470,134
$ 280,940 $ 233,578 % 3,201 $ 451,982 $ 190,183 $ 410,503 $ 5,605,187
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Special Revenue Funds

Combining Statement of Revenues,
Expenditures, and Changesin Fund Balances
Budgetary Basis - Budget and Actual

Year Ended June 30, 1996
(Amounts in thousands)

Federal
Variance
Favorable
Budget Actual (Unfavorable)
REVENUES:
LI DG TSSOSO — % — —
INEEIgOVEIMMENTAL. ... ...iiiiiiie e — 21,659,268 —
LiCeNSES ANd PEIMILS .....eeiiiiiiiiiiee ettt e e — — —
NALUFAI TESOUITES ....eutieiiieiie ettt ettt ettt b et she e et e st e e e bt e sbeeenteessbeebeesaneanne — — —
Charges fOr SEIVICES. ....coiiiieiiiee ettt e e e eennneas — — —
S et — — —
PENAITIES. ... — 15,994 —
INEEIEST. ...t e s e e — 1 —
(0101 PP PP PP PPPRPTROPPRIN — — —
TOLAl REVENUES.....ceiiiiiie ettt e et — 21,675,263 —
EXPENDITURES:
Current:
(1T a1 Tz e 01V T oo =T o | SRR $ 652,131 625,026 $ 27,105
o T 4o o PSSR 2,593,640 2,543,686 49,954
Health and welfare.... . 16,094,165 14,657,658 1,436,507
RESOUICES. ..ottt iee it e ettt es ettt e e e et et ete e beeteen e ete et e nneeneenneeneesneeneesneeneene 151,279 119,999 31,280
State and consumer services 4,695 4,695 —
Business and transportation.. 2,160,860 2,124,046 36,814
(0] (=Tor i o] aF= U o] oo | - T 1 =TSRSS RPPRNt 3,097 1,642 1,455
Property tax relief..... ..o — — —
Capital outlay — — —
Debt service:
PriNCIPal FEUIFEMENT.....c.eiie et e e see e et e e e e e e nnaeeesnnes 9,751 9,751 —
Interest and fiscal charges.. — — —
Qo] = U o d o T=T o o [ U] YRS RS $ 21,669,618 20,086,503 $ 1,583,115
OTHER FINANCING SOURCES (USES):
Operating traNSTEIS IN.......ei ittt sen e e saeeeas — 3,125,079 —
Operating traNSTEIS OUL.........ciiiiiiie ittt e e — (4,706,635) —
BONAS QUINOTIZEA. ......oiiiiiieieie et — — —
Net Other Financing Sources (USES)......cccocviiiiiiieiiieiie et — (1,581,556) —
Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing USEeS..........cccceviiiiiiniiinicniecniec e 7,204 —
Fund Balances, July 1, 1995.........ccccoiiiiiiiiiii e — 21,857 —
Fund Balances, JUNE 30, 1996..........uuiiiuiiiiiiieeiiiee ettt ettt sbe e s —  $ 29,061 —
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Transportation Construction

Transportation Safety

Business and Professions
Regulatory and Licensing

Variance Variance Variance

Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
— — — — — — — $ 22,120 —
— 615,263 — — 1,111,526 — — 99,361 —
— 1,894 — — 65,779 — — 2,719 —
— — — — 15,059 — — 396,000 —
— — — — 35,150 — — 1,001 —
— 36,405 — — 6,848 — — 11,033 —
— 39,575 — — 3,686 — — 15,406 —
— 693,137 — — 1,238,048 — — 547,640 —
11,239 11,239 $ — 3 20,403 20,298 $ 105 292,543 281,121 $ 11,422
956 956 — 944 949 (5) 13,235 12,900 335

— — — 2,315 1,635 680 14,399 13,481 918

201 201 — 102,631 104,798 (2,167) 174 162 12

18 17 1 9,184 9,238 (54) 265,802 229,306 36,496
2,668,988 2,082,310 586,678 1,078,079 1,045,975 32,104 106,565 89,358 17,207
29,097 29,097 — — — — — — —
500 312 188 — — — — — —
2,710,999 2,124,132 $ 586,867 $ 1,213,556 1,182,893 $ 30,663 692,718 626,328 $ 66,390
— 1,923,720 — — 41,576 — — 127,845 —
— (161,969) — — (159,487) — — (10,399) —
— 1,761,751 — — (117,911) — — 117,446 —
— 330,756 — — (62,756) — — 38,758 —
— 1,465,488 — — 217,132 — — 211,056 —
— $ 1,796,244 — — 154,376 — — $ 249,814 —
(Continued)
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Special Revenue Funds
Combining Statement of Revenues,

Expenditures, and Changesin Fund Balances

Budgetary Basis - Budget and Actual

Year Ended June 30, 1996
(Amounts in thousands)

Environmental and Natural Resources

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES:
LI VG T TSSO PURT PP — 33,280 —
INEEIGOVEIMIMENTAL ... ettt et sb et s sbeeaaeeas — — —
LiCeNSES ANd PEIMILS .....eeiiiiiiiiiiee ettt e e — 112,665 —
NALUFAI FESOUITES .....eiieiiiei ettt e st e e st e s s e e nnr e e e nnnreeennneees — 53 —
Charges fOr SEIVICES. ....coiiiieiiiee ettt e e e eennneas — 83,007 —
S et e e e e nannes — 651,791 —
PENAITIES. ... — 5,025 —
L1 =T 2] SO OO PPPPPRRP — 44,578 —
(@] (0= SO PP — 66,079 —
TOLAl REVENUES.....ceiiiiiie ettt e et — 996,478 —
EXPENDITURES:
Current:
(1= a1 T = e 01V T o =T o | TSR $ 9,872 9872 $ —
o LU= i o] o SRR 800 797 3
Health and welfare.... 29,040 27,770 1,270
RESOUICES. ... e etieitiee ettt ettt e et e e et e et e e sbeeesa e e aeeeabeesteeesseessseenteessseesbeesnnaennees 1,258,712 1,118,650 140,062
State and consumer services 1,748 1,564 184
Business and transportation.. 217,050 212,454 4,596
COrreCtioNAl PrOGIAIMS. ... .eiivieiiieteeeie ettt ettt niee e — — —
Property taX FElIET..........ee e 15,800 3,000 12,800
Capital outlay 14,833 9,905 4,928
Debt service:
PriNCIPaAl FELIFEMENT.....c.eiii ettt e e se et e e et e et eeennaeeeannes 158,781 158,781 —
Interest and fiscal charges.. — — —
TOtal EXPENAITUIES.....iiiiiiiii ittt $ 1,706,636 1,542,793 $ 163,843
OTHER FINANCING SOURCES (USES):
Operating traNSTEIS IN.......eii it e e sae e e s saeeeas — 398,598 —
Operating traNSTEIS OUL.........ciiiiiiie ittt — (143,976) —
BONAS QUINOTIZEA. ......oiiiiiieieie et — — —
Net Other Financing Sources (USES)......cccocviiiiiiieiiieiie et — 254,622 —
Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing USEeS..........cccceviiiiiiniiinicniecniec e — (291,693) —
Fund Balances, July 1, 1995.........cccocoiiiiiiiiiiiiii e — 2,396,533 —
Fund Balances, JuNe 30, 1996........cccuii it eiiie ettt ettt e aeee s — $ 2,104,840 —
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Special Revenue Funds

Financing to Local Governments

Cigarette and Tobacco Tax

Local Revenue

Variance Variance Variance
Favorable Favorable Favorable

Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
— 8 — — — 34,043 — — $ — —

— 2,024 — — — — — 822,521 —

— 841 — — — — — — —

— 15 — — — — — — —

— 5,979 — — 16,122 — — 6,536 —

— 2,214 — — 43 — — — —

— 11,073 — — 50,208 — — 829,057 —
1,201 1,201 $ — $ 359 359 $ — $ 398 398 $ —
321,874 330,977 (9,103) 35,588 34,987 601 — — —
— — — 304,429 279,913 24,516 2,443,856 2,443,856 —
36,514 35,806 708 21,385 21,002 383 — — —
274 (795) 1,069 — — — — — _
409 375 34 — — — — — —
64,163 63,327 836 — — — — — —
8,039 5,931 2,108 — — — — — —
432,474 436,822 $ (4,348) $ 361,761 336,261 $ 25,500 $ 2,444,254 2,444,254 $ —
— 48,882 — — 501,754 — — 5,862,444 —

— — — — (148,179) — —  (4,240,123) —

— 2,025,000 — — — — — — —

— 2,073,882 — — 353,575 — — 1,622,321 —

— 1,648,133 — — 67,522 — — 7,124 —

— 1,008,410 — — 166,056 — — 125 —

— $ 2,656,543 — — 233,578 — — 3 7,249 —

(Continued)
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State of California

Special Revenue Funds
Combining Statement of Revenues,

Expenditures, and Changesin Fund Balances

Budgetary Basis - Budget and Actual

Year Ended June 30, 1996
(Amounts in thousands)

Unemployment Programs

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES:
LI G T — 3 62,519 —
Intergovernmental — — —
LiCeNSES ANd PEIMILS .....eeiiiiiiiiiiee ettt e e — — —
NALUFAI FTESOUICES ...ttt r e sr e nne e — — —
— 60,355 —
— 8,922 —
— 2,057 —
— 133,853 —
EXPENDITURES:
Current:
GENEral QOVEIMMENT. ... .ottt ettt nb ettt ettt $ 3 3 % —
o [N o= i o] o T SRR — — —
Health and WEIAre............oeviiiiiiieeee e e 1,246,351 1,194,447 51,904
RESOUICES. ... ettt e et e e e s et e e e e e s st et e e e e e eannnnbeeeeeeean — — —
State and CONSUMET SEIVICES. .....ciiuuieirieieeiiee ettt ettt sb e enaeesene e — — —
Business and transportation — — —
COrTeCtiONAl PrOGIAIMIS. ... .ttt ettt ettt siee e — — —
Property tax relief...... .o — — —
CAPITAl OULIAY ...t — — —
Debt service:
PrinCipal Fetir@MENT. ........eiiiiiiie e — — —
Interest and fisCal Charges. ........ccuiiiiiiiiiii s — — —
Qo] C= U S d =T o o [ (U] =Y SRS $ 1,246,354 1,194,450 $ 51,904
OTHER FINANCING SOURCES (USES):
Operating traNSTEIS IN.......ei ittt sen e e saeeeas — 1,082,566 —
Operating traNSTEIS OUL.........ciiiiiiie ittt e e — — —
BONAS AULNOMIZE. .......ooiiiie e — — —
Net Other Financing Sources (USES)......cccocviiiiiiieiiieiie et — 1,082,566 —
Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing USEeS..........cccceviiiiiiniiinicniecniec e — 21,969 —
Fund Balances, July 1, 1995 — 17,772 —
Fund Balances, JUNE 30, 1996..........uuiiiuiiiiiiieeiiiee ettt ettt sbe e s —  $ 39,741 —
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Special Revenue Funds

Financing to the Public Other Special Revenue Total
Variance Variance Variance
Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
— 3 — — — $ 1,379 — — $ 153,341 —
— — — — — — — 21,659,268 —
— — — — 65,051 — — 2,828,411 —
— — — — 97,725 — — 251,965 —
— — — — 171,197 — — 1,234,047 —
— — — — 130,499 — — 248,039 —
— 2,526 — — 11,369 — — 150,319 —
— 2,593 — — 975,926 — — 1,107,579 —
— 5,119 — — 1,453,146 — — 27,633,022 —
$ 397 398 $ (1) $ 652,146 631,311 $ 20,835 $ 1,640,692 1,581,226 $ 59,466
— — — 38,438 36,718 1,720 3,005,475 2,961,970 43,505
— — — 691,957 684,407 7,550 20,826,512 19,303,167 1,523,345
— — — 18,845 11,347 7,498 1,589,741 1,411,965 177,776
— — — 89,706 86,004 3,702 371,427 330,029 41,398
32,140 32,139 1 81,299 54,843 26,456 6,345,390 5,641,500 703,890
— — — 11,307 10,758 549 78,567 75,727 2,840
— — — — — — 15,800 3,000 12,800
— — — — — — 51,969 44,933 7,036
— — — (379) (379) — 168,153 168,153 —
— — — 100,062 100,062 — 100,562 100,374 188
$ 32,537 32,537 $ — $ 1,683,381 1,615071 $ 68,310 $34,194,288 31,622,044 $ 2,572,244
— 10,619 — — 354,834 — — 13,477,917 —
— (12,149) — — (82,250) — —  (9,665,167) —
— — — — — — — 2,025,000 —
— (1,530) — — 272,584 — — 5,837,750 —
— (28,948) — — 110,659 — — 1,848,728 —
— 203,412 — — 521,723 — — 6,229,564 —
— $ 174,464 — — $ 632,382 — — $ 8,078,292 —

(Concluded)
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Capital Projects Funds

Capital Projects Funds are used to account for the financial resources
used for the acquisition or construction of major state-owned capital
facilities and for capital assistance grants to local governments and public
authorities. A brief description of major capital project funds follows:

Special Account for Capital Outlay Fund accounts for state land royalties
that are used for constructing or maintaining publicly owned structures.

Prison Construction Fund accounts for bond proceeds that are used to
construct state prisons.

Higher Education Construction Fund accounts for state land royalties
and bond proceeds used for the construction of state colleges and
universities.

Natural Resources Acquisition and Enhancement Fund accounts for
bond proceeds and various revenues that are used to acquire or improve
State parks, beaches, and other recreational areas.

Building Authorities are blended component units which are created by
joint powers agreements between the State and various cities for the
purpose of financing the construction of state buildings.

Other Capital Projects Funds account for transactions related to
resources obtained and used to acquire or construct other major capital
facilities.
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State of California

Capital Projects Funds
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

Special
Account for
Capital Prison
Outlay Construction
ASSETS:
Cash and POOIE INVESIMENES. ......cc.eiiereiierieeierie s ee st ee st eeste e e steeseesteeseesseeneesseaneeseeaneessesseensenseenes $ 46 $ 30,898
LA ZEEY L T=T PO P PRSPPI — —
RECEIVADIES (NEL).....eeeeiiiiieeie ettt ettt e e s e e st e e s e e sasr e e e sanr e e e snnneeeannees 1,221 —
DUE frOM OtNEE FUNDS. ...ttt e b e e en b e e e nan e e s snnreeesnneeeanes 8,049 145
Due from Other GOVEIMIMENTS. ......couiiiiiiiie ittt et e et bt e s b e e e sb b e e e sans e e e snnneeannneeeane — —
(@11 =TT = £ PP PP PPRPPPRP — —
TOtAl ASSBES . .uiiuiiitieiiecte ettt ettt ettt ettt et et e et e et et et et ae b e b e e nteeh e e e e ebeerteeteesteere et e nteenrenean $ 9,316 $ 31,043
LIABILITIES:
ACCOUNLS PAYADIE. ..ottt ettt e st ete s reeseesseeseeaneeseesseeseesaeeseeateeneenseaneenseaneenneanens $ 427 % 1,621
DUE 10 ONET FUNDS. ...ttt et e s e e e e s e e s nr e e e e nnneeeanneeenas 7,070 2,922
DUE 10 OthET GOVEIMIMENTS. ... ittt ettt ettt ettt sb e hb e be e et e e bt e e nbeesabeenbeeenbeesbeesaneenns — —
AAVANCES fTOM OtNEE FUNDS. ...ttt e e e snr e e snnnee e e — —
F Yo 1= g ot @fo] | [=Tox o] o T O PR PP R PPRP PPN — —
INEEIESE PAYADIE. ...ttt b e e e e s e e e e — —
TOLAI LIADITTIES ..eee ettt ettt et e e et e e s ab e e e s be e e e sbe e e snbeae e 7,497 4,543
FUND BALANCES:
Reserved for:
ENCUMIDIANCES. ... .vviieeee ettt ettt e e e ettt e e e e e ettt e e e e e e e et b e aeeeeesesbaaaeeeeeesaanbeeeeessnsbeaeeeeeas 1,819 37,452
CONtINUING APPIOPIIALIONS. ...ttt ettt ettt ettt ettt bt e sbe e bt e eab e et e e ssn e e naeenaneenenes 2,254 2,698
TOLAI RESEIVE. ...ttt e e e et e e b e e e b e e e e b e e s s e e e snre e e annneeeas 4,073 40,150
Unreserved:
UNAESIGNALEA (DEFICIT).....viieiiiiee ettt ettt e et e e e sab e e e s bbe e e ebb e e e eabeeessaneeeanns (2,254) (13,650)
TOtAl FUNG BAIANCES......utiieiiiiiectieeeee ettt e et e e e e e ettt e e e e e s et a e e e e e e e seaabaeeaeeeseansebeeeeens 1,819 26,500
Total Liabilities and FUNA BaAIANCES........ccueiieiieieiieiesieeie st ee st ee st steesae e eneestesneessesneeneesneeseenns $ 9,316 $ 31,043
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Capital Projects Funds

Natural
Resources
Higher Acquisition Other
Education and Building Capital

Construction Enhancement  Authorities Projects Total
$ 4326 $ 12,579 $ — $ 839%6 $ 56,245
— — 2,955 — 2,955
— — 57 — 1,278
574 25,780 37,987 7 72,542
— — 13 — 13
— — 148 — 148
$ 4900 $ 38,359 $ 41,160 $ 8,403 $ 133,181
$ 13,955 $ 3,101 $ 1,608 $ (403) $ 20,309
1,213 1,298 22,852 198 35,553
1,598 3,895 — — 5,493
— — — 1,138 1,138
— — 196 — 196
— — 19,882 — 19,882
16,766 8,294 44,538 933 82,571
24,307 16,760 — 35,736 116,074
773 22,717 — — 28,442
25,080 39,477 — 35,736 144,516
(36,946) (9,412) (3,378) (28,266) (93,906)
(11,866) 30,065 (3,378) 7,470 50,610
$ 4900 $ 38,359 $ 41,160 $ 8,403 $ 133,181
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State of California

Capital Projects Funds
Combining Statement of Revenues,
Expenditures, and Changesin Fund Balances

Year Ended June 30, 1996
(Amounts in thousands)

Special
Account for
Capital Prison
Qutlay Construction
REVENUES:
INEETEST ...ttt ettt ettt et s et b et e bt e e b £ b e R e e h e Rt e e e R oA £ b oA £ e e Rt R SR et AR e bRt ek e Rt b e R e e ebe s ebene e $ — 3 8
L1 0= TP — —
TOLAI REVENUES ...ttt ettt ettt e ettt e e e bt e e e it e e e e bt e e e e be e e e anbeeeenbeeesnnnes — 8
EXPENDITURES:
Current:
[T aTCT = o T 1YY 04 1= o TS — —
Lo [0 1o Lo o ET TP PSSP P TP PRTOPPRPPN — —
RESOUITES ...ttt s et e et et e et e e st e s san e e e sme e e e e ne e s e e sneeesareeenannen 465 —
BUSINESS and tranSPOItALION. ..........iiiiiiiiieiii it ettt — —
(02 101 r= I o111 F- V7RSSR 5,639 41,638
Debt service:
PrINCIPAI FEEFEMENT. ...ttt ettt et e b e nene e s — —
Interest and fISCal ChAIGES .........ooiiiiiii e — —
e L= Ul = g o =T o o 11 (U] =L TP PP PRSP 6,104 41,638
Excess (Deficiency) of Revenues Over (Under) EXpenditures........ccocveeviiieeniieieenieee e (6,104) (41,630)
OTHER FINANCING SOURCES (USES):
Proceeds from general obligation bonds and commercial Paper...........cccooiiiiiiiieniieiee e — 28,000
Proceeds from refunding DONAS .........oooiiiiiii e — 31,315
OPErating TrANSTEIS N ...oiiiiiiei ittt ettt e b ettt et eans — 1,777
OPErating trANSTEIS QUL .......eiiiiiiiie ettt ettt ettt e e e e e, (5,934) (1,786)
Transfer OUt — COMPONENT UNIES.......co.uiiiiiitieitie ittt ettt e b sine e b eneenies — —
Payment to refunding bond @SCrOW @gENT........c.c.ioiiiiiiiii e — (31,315)
Net Other FinanCing SOUICES (USES)....uuiiiiiiiiiiiie e siiee ettt e s snee e e snneeennee (5,934) 27,991
Excess of Revenues and Other Financing Sources Over (Under)
Expenditures and Other FINANCING USES.......ccciiiiiiiiiiiiiieieee e (12,038) (13,639)
Fund Balances, July 1, 1995 13,857 40,139
Fund Balances, JUNE 30, 1996.......ccuciiiriirieieeeieateate st ree et stesbe st e esesbesbesbesse st e st aseebesbesbeeeneeneebe st es $ 1,819 $ 26,500
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Capital Projects Funds

Natural
Resources
Higher Acquisition Other
Education and Building Capital

Construction  Enhancement Authorities Projects Total
$ 1,078 $ 285 $ 2,644 — 4,015
— 2,253 410 103 2,766
1,078 2,538 3,054 103 6,781
— — 13 — 13
1,962 — 1,585 — 3,547
— 6,541 — — 7,006
— — 26 — 26
146,293 21,947 39,620 20,574 275,711
— — 20,090 — 20,090
3,008 29 18,944 — 21,981
151,263 28,517 80,278 20,574 328,374
(150,185) (25,979) (77,224) (20,471) (321,593)
103,984 1,000 — 22,000 154,984
95,910 — 79,666 — 206,891
418 24,172 24,134 — 50,501
(25) (3,221) — (75) (11,041)
(51,971) — — (51,971)
(95,910) — (79,666) — (206,891)
52,406 21,951 24,134 21,925 142,473
(97,779) (4,028) (53,090) 1,454 (179,120)
85,913 34,093 49,712 6,016 229,730
$ (11,866) $ 30,065 $ (3,378) 7,470 50,610
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State of California

Capital Projects Funds

Combining Statement of Revenues,
Expenditures, and Changesin Fund Balances
Budgetary Basis - Budget and Actual

Year Ended June 30, 1996

(Amounts in thousands) Special Account for Capital Outlay

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES:
1= (T PSSRSO — % — —
(0101 TP P PR PPR T PPPRPROPPPIN — — —
TOLAl REVENUES.....eiiiiiiie ettt et e e etree e — — —
EXPENDITURES:
Current:
o U or 1 o] o RO OSP PO $ — — % —
RESOUICES. ...ttt e s e s e e e s e e e e e e e s e e e s e e et e e e e e e aaeaaaaeaaaaaaaaaaaaaaaaaaaes 2,014 465 1,549
State and CONSUMET SEIVICES. .....eiiuuiaiiiaieesiee ettt ettt ettt naeesane e — — —
(O T) Lo TU1 1 - SRRSO 12,461 5,639 6,822
Debt service:
Principal retirement.............cccooeiiiiniiiincns — — —
Interest and fiscal charges — — —
Total Expenditures.........ccc......... $ 14,475 6,104 $ 8,371
OTHER FINANCING SOURCES (USES):
Operating traNSTEIS IN.......eii ettt sen e e saeeeas — — —
Operating traNSTEIS OUL.........oiiiiiie ittt e e — (5,934) —
BONAS AULNOMIZE. .......ooiiiie e e — — —
Net Other Financing SoUrces (USES)......cccocviiiiiiieiiienii e — (5,934) —
Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing USEeS..........cccceviiiiiiniiinicniecnecnieene — (12,038) —
Fund Balances, JUIY 1, 1995, .. ...t — 13,857 —
Fund Balances, JUNE 30, 1996..........uuiiiuiiiiiiieeiiiee ettt be e s sbee e — $ 1,819 —
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Capital Projects Funds

Prison Construction

Higher Education Construction

Natural Resources
Acquisition and Enhancement

Variance Variance Variance
Favorable Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable) Budget Actual (Unfavorable)
— 8 — — 3 1,078 — — 285 —
— — — — — — — 2,253 —
— 8 — — 1,078 — — 2,538 —
$ — — $ — 3 8,404 4692 $ 3,712 $ — — $ —
— — — — — — 12,614 6,540 6,074
55,610 41,638 13,972 193,012 198,209 (5,197) 24,953 21,976 2,977
$ 55,610 41,638 $ 13,972 $ 201,416 202,901 $ (1,485) $ 37,567 28,516 $ 9,051
— 1,777 — — 9,508 — — 64,422 —
— (1,786) — — (9,448) — — (43,471) —
— — — 975,000 — — — —
— 9) — — 975,060 — — 20,951 —
— (41,639) — 773,237 — — (5,027) —
— 139,139 — — 395,113 — — 52,964 —
— 3 97,500 — — $ 1,168,350 — — 47,937 —
(Continued)
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State of California

Capital Projects Funds

Combining Statement of Revenues,
Expenditures, and Changesin Fund Balances
Budgetary Basis - Budget and Actual

Year Ended June 30, 1996

(Amounts in thousands) Building Authorities

Variance
Favorable
Budget Actual (Unfavorable)
REVENUES:
1= (T PSSRSO — 3 — —
(0101 TP P PR PPR T PPPRPROPPPIN — 46,870 —
TOLAl REVENUES.....eiiiiiiie ettt et e e etree e — 46,870 —
EXPENDITURES:
Current:
o U or 1 o] o RO OSP PO $ — — % —
Resources — — —
State and CONSUMET SEIVICES. .....eiiuuiaiiiaieesiee ettt ettt ettt naeesane e — — —
(0= To] 1 =1 1o 1011 -SSR 13,691 13,691 —
Debt service:
PriNCIPaAl FELIFEMENT.....c.eiii ettt e e se et e e et e et eeennaeeeannes 17,795 17,795 —
Interest and fiSCal Charges.........ccuviiiiie i 4,604 4,604 —
TOtal EXPENUITUIES .....eiviiiieieietiete ettt b re e stesaesaeneas $ 36,090 36,090 $ —
OTHER FINANCING SOURCES (USES):
Operating traNSTEIS IN.......eii ettt sen e e saeeeas — 79,266 —
Operating traNSTEIS OUL.........eiiiiiii ettt e e — (76,428) —
BONAS QULNOTIZEA. ... ...ooiiiiee et — — —
Net Other Financing SoUrces (USES)......cccocviiiiiiieiiienii e — 2,838 —
Excess of Revenues and Other Sources Over
(Under) Expenditures and Other USES..........cooviiiiiiiiiiieiieiieeee e — 13,618 —
Fund Balances, JUIY 1, 1995, ...t — 39,644 —
Fund Balances, JUNE 30, 1996..........uuiiiuiiiiiiieeiiiee ettt be e s sbee e —  $ 53,262 —
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Capital Projects Funds

Other Capital Projects Total
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
— 3 — — — $ 1,371 —
— 103 — — 49,226 —
— 103 — — 50,597 —
— — 3 — 3 8,404 4692 $ 3,712
— — — 14,628 7,005 7,623
46,526 16,249 30,277 46,526 16,249 30,277
32,150 31,301 849 331,877 312,454 19,423
— — — 17,795 17,795 —
— — — 4,604 4,604 —
78,676 47550 $ 31,126 $ 423,834 362,799 $ 61,035
— — — — 154,973 —
_ (14) — — (137,081) —
— 2,000,000 — — 2,975,000 —
— 1,999,986 — — 2,992,892 —
— 1,952,539 — — 2,680,690 —
— 270,359 — — 911,076 —
— $ 2,222,898 — — $ 3,591,766 —

(Concluded)
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Enterprise Funds

Enterprise Funds are used to account for operations that are financed
and operated in a manner similar to private business enterprises, where
the intent is that the costs of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through
user charges. A brief description of major enterprise funds follows:

Housing Loan Fund accounts for contracts for the sale of properties to
California veterans and to California National Guard members and program
loans to finance the housing needs of persons and families of low and
moderate income.

Water Resources Fund accounts for charges to local water districts and
the sale of excess power to public utilities.

School Building Aid Fund accounts for loans to school districts for
acquisition, construction, or rehabilitation of classroom facilities and for
income from the rental of portable classrooms to school districts.

Toll Facilities Fund accounts for fees collected for crossing state toll
bridges.

California State University Fund accounts for charges to students for
housing and parking and student fees for campus unions, health centers,
and self-supporting educational programs.

Leasing of Public Assets Fund accounts for rental charges from the lease
of public assets.

State Lottery Fund accounts for the sale of lottery tickets.

Harbors and Watercraft Fund accounts for the activities of the
Department of Boating and Waterways, which includes loans, grants, and
subventions to local governments for harbor improvements and boating
safety and enforcement programs.

Health Facilities Construction Loan Insurance Fund accounts for an
insurance program for health facility construction loans.

Other Enterprise Funds account for all other goods or services provided to
the general public on a continuing basis when all or most of the cost
involved is to be financed by user charges, or when periodic measurement
of the results of operations is appropriate for management control,
accountability, capital maintenance, public policy, or other purposes.
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State of California

Enterprise Funds
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

School
Housing Water Building Toll
Loan Resources Aid Facilities
ASSETS:
Cash and pooled iNVESIMENLS..........ccccvrviieieiiene e $ 313,926 $ 348,112 % 77,715 % 656,306
INVESTMENTS.......ooiiiiiiiiiie e 1,015,488 79,337 — 3,468
Receivables (Net).........coiuiiiiiieeie e 24,598 7,202 — 2,380
Due from other funds..........ccoccoiiiiiiiiiii 4,499 72,215 — 12,506
Due from other gOVErNMENTS.........ccveeiiiieiiiiee e — 53,833 4,128 —
Prepaid itemMS.......ccoiiiie e — 10,685 — 14,000
INVENLOTY, @t COSL....cciiiiiiiiiie ettt — 16,958 — —
Net investment in direct financing leases...........ccccccvcvveiniieennnnen. — — — —
Advances and loans receivable.............ccccooiiiiiiiiiiiei, 2,354,849 79,843 191,106 6,234
Deferred Charges. .......covoeiiieiee e 6,267 993,977 — 2,875
FiXed @SSEeLS......coiiiiiiiiiicii e 8,437 3,295,791 76,039 1,004,731
Other @SSEtS.......ccviiiiiiiiiiic s 58,663 — — 239
TOtAl ASSELS. ..ottt $ 3,786,727 $ 4,957,953 $ 348,988 $ 1,702,739
LIABILITIES:
ACCOUNLS PAYADIE.......cveeiieiiriciiee e e $ 251  $ 67,987 $ — 8 55
Due to other fUNdS..........ccoiiiiiiiii e 3,094 35,891 61,201 14,865
Due to COMPONENE UNILS......coiuiieeiiiieeiiiee et — — 1,556 —
Due to other QOVEINMENTS.........cvvieiiiieiiiiee e — 41,381 — 735
Advances from other funds...........c.ccccoiiiiiiiii e 134,260 50,312 — 6,160
Benefits payable...........ccovoiiii e 82,840 — — —
DPOSIES. ..ttt — — — 1,270
Contracts and notes payable ...........ccccoiiireiiieeiiiee e — — — —
Lottery prizes and annUItIES............eeorvreeiriieeniiee e — — — —
Compensated absences payable............cccccoviieiiiieniie s — 17,219 — —
COMMETCIAl PAPET.....coeiieeeiiie ettt — 21,000 — —
Capital lease obligation.............coocveeiiiiieiiie e — — — —
Advance COlleCHiONS...........ccocoeiiiiiiiiiii — 282,198 — —
General obligation bonds payable..............ccccoiiiiiiiiiiniieeieee 2,814,595 1,095,590 18,000 —
Revenue bonds payable...........cccoiiiiiieiiie e, 374,975 2,225,329 — 56,850
Interest payable. ... 86,783 26,351 — 470
Other HaDIlItIES. ........vceerricec e — 2,325 — 16
Total LiabilitieS......cooeiiiiiiiicece e 3,496,798 3,865,583 80,757 80,421
FUND EQUITY:
Contributed capital..........coccviiiiieeiiiee e — 178,031 — —
Retained earnings:
Reserved for regulatory requirements..........cccecvevreiienneeneennn, — — — —
UNFESEIVEA. ...ttt 289,929 914,339 268,231 1,622,318
Total Retained Earnings........ccccovvvveriieieniiee e 289,929 914,339 268,231 1,622,318
Total FUNd EQUITY.....coiiiiiiiicineceece e 289,929 1,092,370 268,231 1,622,318
Total Liabilities and Fund EqUity......c.ccocieiiiniieniciiiennes, $ 3,786,727 $ 4,957,953 $ 348,988 $ 1,702,739
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Enterprise Funds

Health
Facilities
California Leasing Harbors Construction
State of Public State and Loan Other
University Assets Lottery Watercraft Insurance Enterprise Total

$ 360,644 $ 920,120 $ 180,189 $ 74920 $ 141,586 $ 74,841 $ 3,148,359
— 137,656 2,445,619 — — 570 3,682,138
11,532 — 47,468 231 139 4,702 98,252
11,105 119,198 8,015 2,455 3,909 7,745 241,647
71 — — 6,665 — 1,722 66,419
29 — 894 163 — 247 26,018
— — 2,509 — — 3,004 22,471
— 4,153,448 — — — — 4,153,448
2,663 — — 195,974 — 27,911 2,858,580
— 62,359 4,115 — — — 1,069,593
670,230 310,578 65,951 849 8 27,806 5,460,420
30 — — 395 — — 59,327
$ 1,056,304 $ 5,703,359 $ 2,754,760 $ 281,652 $ 145642 $ 148,548 $ 20,886,672
$ 16,262 $ 75,933 $ 30,043 $ 8,817 $ 1,027  $ 16,718 $ 217,093
9,855 16,335 189,700 3,449 124 1,384 335,898
— 1,023 — — — — 2,579
— 1,216 157 62,788 71 57 106,405
2,663 — — — — 6,382 199,777
— — — — — 219 83,059
741 — 1,042 395 — 2,990 6,438
— — — — — 653 653
— — 2,526,650 — — — 2,526,650
9,849 — 4,315 — 182 883 32,448
— — — — — — 21,000
— — — — — 313 313
40,708 20,681 2,853 118 15 1,284 347,857
— — — — — 54,100 3,982,285
330,308 5,431,442 — — — — 8,418,904
3,616 57,822 — — — 29 175,071
2,419 — — 26 — 9,967 14,753
416,421 5,604,452 2,754,760 75,593 1,419 94,979 16,471,183
17,202 — — — — 21,014 216,247
142,492 — — — — — 142,492
480,189 98,907 — 206,059 144,223 32,555 4,056,750
622,681 98,907 — 206,059 144,223 32,555 4,199,242
639,883 98,907 — 206,059 144,223 53,569 4,415,489
$ 1,056,304 $ 5,703,359 $ 2,754,760 $ 281,652 $ 145642 $ 148,548 $ 20,886,672
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State of California

Enterprise Funds
Combining Statement of Revenues,
Expenses, and Changesin Retained Earnings

Year Ended June 30, 1996
(Amounts in thousands)

School
Housing Water Building Toll
Loan Resources Aid Facilities
OPERATING REVENUES:
LOtEry tiCKEt SAIES......cviveviictieiiiereeieteee ettt e, $ — 3 — $ — $ —
Services and SAIES........c.ueiiiiiiiiiiiie e 8,980 480,720 — 137,600
Earned premiums (NEL).........oooieeeiiiieeiieee e, 21,159 — — —
Investment and iNtEreSt..........ccuvviiieie i 261,795 — — —
RENL. ... s — — 25,676 3,100
ONET ... 343 — — 527
Total Operating REVENUES........ccccvieiiiiieiiiieeeee e 292,277 480,720 25,676 141,227
OPERATING EXPENSES:
LOMEIY PrIZES....teeiieeiie ittt — — — —
Personal services 10,929 103,653 1,094 24,153
SUPPIIES. ettt e — — — 262
Services and Charges.........ccuuuieeruieeiiieeeeiee e e see e seee e eeaee e 11,228 166,429 40,534 12,577
(D=7 o] (<o = o] o T PRSP 849 57,902 3,720 —
Benefit PayMENTS........ooviiieii e 29,372 — — —
INEEIESt EXPENSE. ..o i ittt 247,991 — — —
Amortization (recovery) of deferred charges..........cccccoecvevriinnienn — (35,490) — 430
Total Operating EXPENSES.....ccccuvveiiieieeiiiie e 300,369 292,494 45,348 37,422
Operating INCOmME (LOSS)...cciiviiriiiieeiiiie e (8,092) 188,226 (19,672) 103,805
NONOPERATING REVENUES (EXPENSES):
Grants rECEIVEA. .........iiiuieiiiiiei ettt — — — —
Grants ProVided.........coviriieiieiiee et — — — (13,276)
INEEIESE FEVENUE......euiiiiceccee et e e e e e e e e e aae e 11,144 22,943 23,219 35,359
Interest expense and fiscal charges...........ccooveviiiiieniciiic e, (161) (161,939) (1,917) (2,412)
Lottery payments for eduCation.............cocvvvieriiiieenie e — — — —
(@1 T PSP (5,510) (4,753) — —
Payment to refunded bond escrow agent............cccccevvviieeniieeneen. — — — —
Total Nonoperating Revenues (EXPenses).......cccccveerineenn. 5,473 (143,749) 21,302 19,671
Income (Loss) Before Operating Transfers.........cccocceeeee. (2,619) 44,477 1,630 123,476
OPERATING TRANSFERS:
Operating transfers iN........ccoceoiiiieei e 11,144 — — —
Operating transfers out (11,144) — (20,477) (12,051)
Total Operating Transfers........coccvveiiiee e — — (20,477) (12,051)
NEt INCOME (LOSS)..eeeuieiueerieriieiesieeiesie ettt (2,619) 44,477 (18,847) 111,425
Retained Earnings, July 1, 1995.........ccooiiiiiniiniieniceesee e 292,548 869,862 287,078 1,510,893
Retained Earnings, June 30,1996..........cccccevveieneerienenienenseenennns $ 289,929 $ 914,339 $ 268,231 $ 1,622,318
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Enterprise Funds

Health
Leasing Facilities
California of Harbors Construction Other
State Public State and Loan Enterprise
University Assets Lottery Watercraft Insurance Funds Total
— 3% — $ 2,292,325 % — 8 — 8 — $ 2,292,325
240,465 — — 14,316 16,935 72,490 971,506
— — — — — — 21,159
) 39,433 — — 1 994 302,221
— 291,040 — — — — 319,816
226 63 — — — 950 2,109
240,689 330,536 2,292,325 14,316 16,936 74,434 3,909,136
— — 1,128,453 — — — 1,128,453
79,344 — 46,831 3,354 182 8,589 278,129
— — 75,894 — — — 76,156
99,050 22,772 230,418 32,376 14,906 61,008 691,298
— — 10,489 — — 2,226 75,186
— — — — — — 29,372
— 258,643 — — — 4,540 511,174
— 15,279 1,803 — — — (17,978)
178,394 296,694 1,493,888 35,730 15,088 76,363 2,771,790
62,295 33,842 798,437 (21,414) 1,848 (1,929) 1,137,346
481 — — — — — 481
— — — — — — (13,276)
17,949 — 16,344 12,933 — 3,121 143,012
(20,259) — — — — (1,442) (188,130)
— — (815,189) — — — (815,189)
(4,091) — 408 — — — (13,946)
(2,211) — — — — — (2,211)
(8,131) — (798,437) 12,933 — 1,679 (889,259)
54,164 33,842 — (8,481) 1,848 (250) 248,087
23,824 1,066 — 28,548 — 16,247 80,829
(43,403) (1,064) — — — (517) (88,656)
(19,579) 2 — 28,548 — 15,730 (7,827)
34,585 33,844 — 20,067 1,848 15,480 240,260
588,096 65,063 — 185,992 142,375 17,075 3,958,982
622,681 $ 98,907 $ — $ 206,059 $ 144,223 % 32,5655 $ 4,199,242
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State of California

Enterprise Funds
Combining Statement of Cash Flows

School
Year Ended June 30, 1996 Housing Water Building Toll
(Amounts in thousands) . .
Loan Resources Aid Facilities

CASH FLOWS FROM OPERATING ACTIVITIES:
Operating iNCOME (I0SS).......vevveeiereeiereeiesteseeseesee e see e steeseeseeeenreens $ (8,092) $ 188226 $ (19672) $ 103,805

ADJUSTMENTS TO RECONCILE OPERATING INCOME
(LOSS) TO NET CASH PROVIDED BY OPERATIONS:

Interest expense on operating debt...........ccooiiiiiiiii — — — —
(=T o] (=Y =i (o o PP SR 849 57,902 3,720 —
Accretion of capital appreciation bonds............cccccceeiiiiiiiiiiniiee — — — —
Provisions and allowanCes.............ccoieiiiiiiiiiiieseccee e — — — —
Accrual of deferred charge..........c.ccoooveiiiiiiii e — — — 430
Amortization of deferred credit — (3,575) — —
Amortization of diSCOUNLS.........ccouiiiiiiiiieiciiee e (55) — — —
Amortization (recovery) of deferred charges..........c.cccoveviiiiiiiiiienne. — (33,990) — —
(@107 S TPV P PUPTOUPTOPRRPPN 75 — — —
Change in assets and liabilities:
RECEIVADIES. .......oiiiiiic (874) 435 — 1,783
Due from other fuNAS..........cooiiiiiiii e 506 (10,000) — (1,614)
Due from other gOVErNMENTS..........c.oiiiiiiiiiienccieeee e — (18,923) 21 —
Prepaid iTEIMS. ......oiiiiiic s — (4,998) — (100)
INVENTOTY ...ttt — (5,032) — —
Net investment in direct financing l[eases...........ccccoovineiiniciieenecne. — — — —
Advances and loans receivable............ccociiiiiiiici e, — — — —
Oher @SSEIS. ...ttt (21,586) — — (31)
Accounts payable.... (12) 20,601 (493) (13)
INterest PAYADIE. .........c.oi i (4,393) — — —
DUE t0 Other FUNAS......eveeiieiiiiiee e (144) (13,817) (27,259) 9,885
Due t0 COMPONENE UNIES.....couviiiiiiiieiieiiiieri e — — 154 —
Due to Other gQOVEIMMENTS. ........ooiuiiiiiiiieeiieie et — 1,093 — (434)
Benefits payable... (3,752) — — —
DIBPOSIES. .ttt — — — 125
Lottery prizes and annUItieS............covviiiuiiiieinie e — — — —
Contracts and notes payable............ccooviiiiiiiici — — — —
Compensated absences payable............cccooveiiiiiiiiiiice e — (605) — —
Capital lease 0bligations............c.cooouiiieriiiiiiiceeee e — — — —
AdVaNCe COIIECHIONS........couiiiiiiiii e — (22,772) — —
Other IabilitIES. .. ..vveeiie i — 1,847 — 12
Total AdJUSTMENTS ..o (29,386) (31,834) (23,857) 10,043
Net Cash Provided by (Used In) Operating Activities................. (37,478) 156,392 (43,529) 113,848
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Advances from other funds............cccceiiiiiii e, — — — —
Retirement of general obligation bonds...........c.ccccoiiiiiiiies (189,890) — (16,750) —
Retirement of revenue DONAS...........ccooiiiiiiiie e (65,463) — — —
Interest paid on operating debt............occoeeiiiiiiiieie e — — (1,917) —
Operating tranSfErs iN.........ooovvie e — — — —
Operating tranSTErS OUL..........ccoiiiieiiiiie e e — — (20,477) (12,051)
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Enterprise Funds

Health
Facilities
California Leasing Harbors Construction
State of Public State and Loan Other
University Assets Lottery Watercraft Insurance Enterprise Total

$ 62,295 $ 33842 % 798,437 % (21,414) $ 1,848 $ (1,929) $ 1,137,346
— (713) — — — — (713)

— — 10,489 — — 2,226 75,186

— 10,000 — — — — 10,000

— — 2,514 — — — 2,514

— (6,822) — — — — (6,392)

— — — — — — (3,575)

— (4,603) — — — — (4,658)

— — 1,803 — — — (32,187)

— — 8,203 472 — 829 9,579
(3,241) — 2,355 15 1,013 (1,670) (184)
(1,017) (12,325) 1,667 772 54 (5,179) (27,136)
(71) — — (283) — (402) (19,658)

382 — 41 (32) — 611 (4,096)

— — 2,166 — — 303 (2,563)

— (432,904) — — — — (432,904)

— — — — — 251 251

— 177 — 40 — — (21,400)

196 9,582 1,918 800 726 9,193 42,498

— — — — — 29 (4,364)

889 4,787 207 (46,278) (321) (10,103) (82,154)

—_ 1,023 — — — — 1,177

— 488 154 7,761 26 14 9,102

— — — — — 219 (3,533)

41 — 142 (40) — (185) 83

— — 87,627 — — — 87,627

— — — — — (745) (745)

— — 184 — 182 68 (171)

— — — — — 313 313
(2,075) 10,378 1,325 (59) 15 641 (12,547)
2,302 — — — — 8,574 12,735
(2,594) (420,932) 120,795 (36,832) 1,695 4,987 (407,915)
59,701 (387,090) 919,232 (58,246) 3,543 3,058 729,431
— — — — — 347 347

- _ _ — — (7,725) (214,365)

— — — — — — (65,463)

— — — — — — (1,917)
23,197 — — 28,548 — 16,247 67,992
(42,508) — — — — (7,290) (82,326)
(Continued)
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State of California

Enterprise Funds
Combining Statement of Cash Flows

Year Ended June 30, 1996
(Amounts in thousands)

School
Housing Water Building Toll
Loan Resources Aid Facilities
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Grants ProVIdeM. ........ueiiiiiii ettt — — — (13,276)
Lottery payments for education — — — —
Net Cash Provided by (Used In) Noncapital Financing Activities. (255,353) — (39,144) (25,327)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Unamortized water ProjeCt COSES........oiuiiiiiiiieiiiieeeieeeerieee e — 1,384 — —
AcqUISItioN Of fIXEd ASSELS.....ccuviiiiiiii e — (269,393) — (39,980)
Proceeds from sale of fixed assets.........ccccvevciiiieiiiiiiiiiicee — — — —
Advances from other funNds...........cccociiiiiiiiii — 749 — —
Return of advances from other funds...........ccccoiiiiiiiiiii e — (27,011) — —
Proceeds from notes payable and commercial paper............cccceevvveennes — 244,454 — —
Principal paid on notes payable and commercial paper.............cccceeveee.. — (277,509) — —
Retirement of general obligation bonds.............ccccoiiiiiiiiiiees — (36,840) — —
Proceeds from revenue bonds.............cccecveiiiiiiiiiicniiescce — 485,287 — —
Retirement of revenue Bonds...........ccooiiiiiiie i — (199,221) — (6,170)
INEEIESE PAI. ....ei it (161) (171,603) — (2,482)
Contributed Capital.........coccueiiiiiieiie e — — — —
Grants rECEIVEM. .........uiiiiiiiiiii et — — — —
Operating tranSfErsS iN.........cooiii e — — — —
Operating tranSTErS OUL..........cooiiiiiiiiiie e — — — —
Payment of deferred COStS.........ooiuiiiiiiiii e — — — —
Payment to refunding bond eSCrow agent...........cccceeevviereiiiieenniiee s — — — —
Oher COSES.... ittt — — — —
Net Cash Provided by (Used In) Capital and Related
FINANCINg ACHIVITIES...c.uiieiiii e (161) (249,703) — (48,632)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of INVESIMENTS...........oiiiiiiiiiiie e (112) — — —
Advances and loans provided...... — — — (1,626)
Collection of advances and [0ans.............ccccocveiieiiiiiiiiiiesesee e 126,049 3,057 34,990 —
Proceeds from maturity and sale of investments.............cccoceeeiiiieiiienn, 143,216 — — 5
Interest and gains ON INVESIMENES...........ooiiiiiiiiiiie e 11,188 20,273 23,219 35,359
Net Cash Provided by (Used In) Investing Activities.. 280,341 23,330 58,209 33,738
Net Increase (Decrease) in Cash and Pooled Investments................... (12,651) (69,981) (24,464) 73,627
Cash and Pooled Investments at July 1, 1995..........cccciiiiiiiniieniiiienenne 326,577 418,093 102,179 582,679
Cash and Pooled Investments at June 30, 1996...........cccceeevvvreecreeeeenns $ 313926 $ 348,112 $ 77,715 $ 656,306
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Enterprise Funds

Health
Facilities
California Leasing Harbors Construction
State of Public State and Loan Other
University Assets Lottery Watercraft Insurance Enterprise Total
— — — — — — (13,276)
— — (847,922) — — — (847,922)
(19,311) — (847,922) 28,548 — 1,579 (1,156,930)
— — — — — — 1,384
(36,186) — (29,816) (40) — (2,315) (377,730)
— — 111 — 151 — 262
— 287,920 — — — — 288,669
— (287,920) — — — — (314,931)
— — — — — — 244,454
— — — — — — (277,509)
— — — — — — (36,840)
182,944 634,985 — — — — 1,303,216
(22,495) (203,309) — — — — (431,195)
(19,820) — — — — (1,442) (195,508)
718 — — — — 737 1,455
481 — — — — — 481
— 1,066 — — — — 1,066
— (1,064) — — — — (1,064)
— 6,070 — — — — 6,070
(162,202) — — — — — (162,202)
— (1,512) — — — — (1,512)
(56,560) 436,236 (29,705) (40) 151 (3,020) 48,566
— — (324,488) — — (138) (324,738)
— — — (9,462) — (1,081) (12,169)
56 — — 6,469 — 488 171,109
— 4,518 262,153 — — — 409,892
19,320 1,261 16,595 4,664 — 3,121 135,000
19,376 5,779 (45,740) 1,671 — 2,390 379,094
3,206 54,925 (4,135) (28,067) 3,694 4,007 161
357,438 865,195 184,324 102,987 137,892 70,834 3,148,198
$ 360,644 $ 920,120 $ 180,189 $ 74920 $ 141,586 $ 74,841 $ 3,148,359
(Concluded)
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| nternal Service Funds

Internal Service Funds account for State activities that provide goods and
services to other State departments or agencies on a cost reimbursement
basis. A brief description of the major internal service funds follows:

Architecture Revolving Fund accounts for charges for the costs of
architectural services, construction, and improvements.

Service Revolving Fund accounts for charges for printing and
procurement services rendered by the Department of General Services for
state departments and other public entities.

Prison Industries Fund accounts for charges for goods produced by
inmates in state prisons that are sold to state departments and other
governmental entities.

Stephen P. Teale Data Center Fund accounts for charges for data
processing services performed for various state departments by the Stephen
P. Teale Data Center.

Health and Welfare Agency Data Center Fund accounts for charges for
data processing services performed for various state departments by the
Health and Welfare Agency Data Center.

Water Resources Revolving Fund accounts for charges for administrative
services related to water delivery provided by the Department of Water
Resources to federal, state, and local government agencies.

Other Internal Service Funds account for all other goods or services
provided to other agencies, departments, or governments on a cost
reimbursement basis.
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State of California

| nter nal Service Funds
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

Architecture Service Prison
Revolving Revolving Industries
ASSETS:
Cash and pooled INVESIMENES..........ccccueiiiiiereseeie e see e reeneesreens $ 92,940 $ 6,989 $ 41,745
RECEIVADIES (NEL).... it 1 857 1,048
Due from other fuNAS..........cocciiiiiii 50,835 78,389 28,889
Due from Other QOVEINMENTS. .......ccuiiiiiiiie it 14,577 1,192 959
Prepaid ITBMS.......ei it 10 7,730 523
INVENTOTY, @E COST....ciutiieiiiie ettt e st et et e et e e e snb e e e e nnneeeenee — 28,194 51,473
FIXEA @SSELS.....uiiiiiiiiiii i 778 69,590 71,254
OhEr @SSEIS.....ciiiiiiiic i 22 623 27
TOLAI ASSEES ..ttt $ 159,163 $ 193,564 $ 195,918
LIABILITIES:
ACCOUNLS PAYADIE.......eeeierieieieie st ee sttt e st e e ste e e sne e e sreeneenreenes $ 30,215 $ 10673 $ 10,412
DU€ 10 OtNEr FUNOS.......oiiiiiiii i 16,391 86,856 3,049
Due t0 COMPONENT UNILS.....eeiiiiieiiiiee it ee ettt e e e e e nnne e e e 881 9,147 7,219
Due t0 Other QOVEINMENTS. ......ccoiiiiieiiiie it — 36 —
Advances from other fUNAS. ..., — — 1,278
(D=7 o1 11 PO EOUPTPPOPPPPPRRS — 1,796 —
Contracts and NOteS PAYADIE ...........ccueiiiiiiiie e — 17,367 1,756
Compensated absSences Payable...........cco i 2,306 18,023 5,535
Capital [ease ODlIgatiONS. .........c.eeiiiiieiiie e e — 5,713 —
AdvVanCe COIIECTIONS.........cciiiiiiii i 117,630 354 2,195
Other HADITIES. .....c.veieeiic e 311 1,644 1,301
TOtal Liabilities....cve i 167,734 151,609 32,745
FUND EQUITY:
Contributed CAPITAL......eeieiiieiee e — — 110,779
Retained earnings:

UNEESEIVEU. .. ...ttt e ettt e e e ettt e e e e e e st e e e e e e e eetaraeeeeeesearaneees (8,571) 41,955 52,394
Total Retained EarningsS.......ccvoiiiiiiiieeeiee e (8,571) 41,955 52,394
Total FUNA EQUITY ....ooitiiiiiiiic e (8,571) 41,955 163,173
Total Liabilities and FUNd EQUItY.........cccoeiiiiiiiiiic e $ 159,163 $ 193,564 $ 195,918
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Internal Service Funds

Health
and
Welfare
Stephen P. Agency Water Other
Teale Data Data Resources Internal
Center Center Revolving Service Total
$ 5599 $ 12,140 $ 11,292 $ 10,720 181,425
90 230 59 14 2,299
18,854 46,809 49,990 2,323 276,089
— 294 — — 17,022
3 658 3,416 1,040 13,380
— — — — 79,667
23,790 53,375 27,905 1,662 248,354
2,064 6,276 135 — 9,147
$ 50,400 $ 119,782 $ 92,797 $ 15,759 827,383
$ 6,514 $ 21,232 % 10,846 $ 746 90,638
392 16 596 10,610 117,910
701 — 936 — 18,884
— — — 15 51
— — 91,877 1,731 94,886
— — — — 1,796
11,137 27,177 — — 57,437
3,010 3,312 4,508 — 36,694
— 26,621 — — 32,334
_ 24,043 — — 144,222
4 32 1,699 — 4,991
21,758 102,433 110,462 13,102 599,843
— 1,000 — 460 112,239
28,642 16,349 (17,665) 2,197 115,301
28,642 16,349 (17,665) 2,197 115,301
28,642 17,349 (17,665) 2,657 227,540
$ 50,400 $ 119,782 % 92,797 $ 15,759 827,383

125



State of California

I nternal Service Funds
Combining Statement of Revenues,

Expenses, and Changesin Retained Earnings

Year Ended June 30, 1996
(Amounts in thousands)

Architecture Service Prison
Revolving Revolving Industries
OPERATING REVENUES:
SEIVICES ANG SAIES.....uetiiiitiite ettt ettt b ettt ene $ 228,252 % 376,626 147,039
Total Operating REVENUES.........ccoiuiiiiiiiie ittt 228,252 376,626 147,039
OPERATING EXPENSES:
PEISONAI SEIVICES.....eeiiiiiieecitieee et e e e e e e s e e e e e e et raee e e e s e naens 21,855 152,067 48,716
LS00 o] SRS — 15,170 3,054
SEIVICES AN CRAIGES. ...ccuviie ittt e s e et e e s tee e st e e sneeeeanseeeennaeeeans 206,896 196,538 102,434
[ =7 o] = =i o] o TSR 65 14,296 7,493
INEEIEST EXPEINSE. ... ittt ettt et e e e enee — — —
Total Operating EXPENSES....ccciuiiiiiiiieeiiee ettt 228,816 378,071 161,697
Operating Income (Loss) (564) (1,445) (14,658)
NONOPERATING REVENUES (EXPENSES):
INTEIEST FEVENUE........iiieiiie ettt e e — — 976
Interest expense and fiscal Charges...........ccoooviiiiiiiiiici e — (2,257) (326)
L 1 T PSS (66) 168 (1,331)
Total Nonoperating Revenues (EXPENSES)......ccuuiveeiiiieinieieenieee e (66) (2,089) (681)
Income (Loss) Before Operating Transfers........cooeveeeiiiee e (630) (3,534) (15,339)
OPERATING TRANSFERS:
Operating traNSTEIS IN........uiiii et — — 13,011
Operating tranSTEIS OUL.........coiiiiiiiiii e — (3,420) —
Total Operating TranSTerS.......cvii e — (3,420) 13,011
NEL INCOME (LOSS).ueiiiuiiieiiiiiie ettt ee ettt ettt et e st e e st e e e saeeeeanaes (630) (6,954) (2,328)
Retained Earnings, JUIY 1, 1995, . ...t eciieeeiee e see e seee e seee e sieee e eeee e nneeeeennee (7,941) 48,909 54,722
Retained Earnings, June 30, 1996 $ (8,571) $ 41,955 52,394
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Internal Service Funds

Health
and
Welfare
Stephen P. Agency Water Other
Teale Data Data Resources Internal
Center Center Revolving Service Total

$ 69,264 $ 160,882 $ 103,779 $ 50,137 $ 1,135,979

69,264 160,882 103,779 50,137 1,135,979
23,582 25,001 35,492 58 306,771

— — — — 18,224

41,692 115,946 72,854 46,470 782,830
10,075 16,340 2,300 106 50,675

557 3,941 — 210 4,708

75,906 161,228 110,646 46,844 1,163,208
(6,642) (346) (6,867) 3,293 (27,229)

100 403 — 110 1,589

— — — — (2,583)

— — — — (1,229)

100 403 — 110 (2,223)

(6,542) 57 (6,867) 3,403 (29,452)

— — — — 13,011

— — — — (3,420)

— — — — 9,591

(6,542) 57 (6,867) 3,403 (19,861)

35,184 16,292 (10,798) (1,206) 135,162

$ 28,642 $ 16,349 $  (17,665) $ 2197 $ 115301
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State of California

Internal Service Funds
Combining Statement of Cash Flows

Year Ended June 30, 1996
(Amounts in thousands)

Architecture Service Prison
Revolving Revolving Industries

CASH FLOWS FROM OPERATING ACTIVITIES:

OPErating iNCOME (I0SS).....e.veiueeierieeieseeiesieeeeseeereesteereesreeseesteeseesteeseentesneesseeneessesneessennes $ (564) $ (1,445) $ (14,658)
ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS)
TO NET CASH PROVIDED BY OPERATIONS:

Interest expense on operating debt............ccoiiiiiiiiiii — — —
(=T o] (=Y o = o o OSSP 65 14,296 7,493
(©]1 0 1=T SRS — 5,927 —
Change in assets and liabilities:
RECEIVADIES. ... e 14 34 (601)
Due from Other FUNAS........ccceiiieie e e e (9,286) 1,373 6,514
Due from Other QOVEIMMENTS........c.uiiiiiiiieiie et (14,577) (447) 810
L (=T oF= o 1 (=T 1SR 13 1,913 215
[L01YZ=T 01 (] VPO STTPTE O PP PP — 14 (12,758)
OTNEE @SSEES. ...ttt ettt 20 173 —
ACCOUNTS PAYADIE.......eiiitiiiii it 11,847 (4,834) (1,466)
DUE 10 OtNET FUNGS.......eiiieiee et 13,972 9,622 100
DUE t0 COMPONENE UNIES.....cutiiiiiiiie ittt 99 (6,836) 749
DUE t0 Other GOVEIMMENTS. ....c.uviiiiiiiii ittt et — (6)
DIBPOSIES. .ttt ettt et nen e — 329 —
Compensated absences payable............cccooiiiiiiiiiiiii e, 602 (2,037) 140
Advance collections.... (8,760) (598) 2,153
(@1 LT = o111 T=T TR SOPPPPRP 53 1,423 653
TOtal AQJUSTMENTS . ..coiiiiieiiiie et e e e e nannees (5,938) 21,346 4,002
Net Cash Provided by (Used In) Operating ACtiVitieS........cccceriiiiiiiiiiiiiieeeen. (6,502) 19,901 (10,656)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Advances from Other fUNAS. ...........ooiiiiii e — — —
Return of advances from other fUNdS.............cociiiiiiiiiii e — — —
Operating traNSTEIS IN......cueiiiiii e — — 13,011
ONEr EXPENSES. ...ttt ettt ettt ettt — — (344)
Net Cash Provided by (Used In) Noncapital Financing Activities...............cc....... — — 12,667
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Internal Service Funds

Health
and
Welfare
Stephen P. Agency Water Other
Teale Data Data Resources Internal
Center Center Revolving Service Total

$ (6,642) $ (346) $ (6,867) $ 3,293 $ (27,229)
557 — — 210 767
10,075 16,340 2,300 106 50,675
2,241 — — 23 8,191
58 144 175 87 (89)
6,295 (26,966) 11,796 (2,082) (12,356)
— 77 — — (14,137)

41 (624) 33 ) 1,574
— — — 114 (12,630)

— — 90 — 283

(3,767) 14,638 (4,247) 331 12,502
(423) (55) — 7,971 31,187

216 (60) — — (5,832)

— — — 15 9

— — — — 329

43 756 937 — 1,441

— 23,967 — — 16,762

— @) 15 — 2,140

15,336 28,213 11,099 6,758 80,816
8,694 27,867 4,232 10,051 53,587

— — 10,000 — 10,000

— — — (2,100) (2,100)

— — — — 13,011

— — — — (344)

— — 10,000 (2,100) 20,567
(Continued)
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State of California

I nternal Service Funds
Combining Statement of Cash Flows

Year Ended June 30, 1996
(Amounts in thousands)

Architecture Service Prison
Revolving Revolving Industries
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition of INtANGIDIE ASSELS.........uiiiiiiiiie e — — —
ACQUISITION OF fIXEA BSSELS......uviiiiiiie e — (16,313) (12,164)
Proceeds from sale Of fIXed @SSEILS........ciiiiiiiiiiiie e — 1,500 377
Return of advances from other fUNAS...........c.oooiiiiiii e — 2,300 (1,161)
Principal paid 0n NOtES PAYabIe.........ccuiiiiiiie e — (1,584) (963)
Payment of capital lease obligations..............ooiuiiiiiiiiii e — (259) —
L 1=T (=2 o F= Vo [PPSR PPRPOPPION — (2,257) (326)
COoNtrIDULE CAPITAL. .....eeeeiiieeeiie et e e s e e e e anee — — 1,936
OLNEE COSES....utii ettt e bt e e b e e e et e e e s be e e s nr e e e ssbn e e e asreeeenreee e — — (299)
Net Cash Provided by (Used In) Capital and Related Financing Activities......... — (16,613) (12,600)
CASH FLOWS FROM INVESTING ACTIVITIES:
Advances and [0aNS ProVIAEA. ...........oouiiiiiiiiiii s — (16,000) (15,400)
Interest and gains ON INVESIMENTS. .......cc.uiiiiiiee e esiieeeeee e e e e e e e e s nee e eneeeeenneeeeas — — 1,586
Net Cash Provided by (Used In) Investing Activities — (16,000) (13,814)
Net Increase (Decrease) In Cash and Pooled Investments..........cccoceveeieeeinnenn, (6,502) (12,712) (24,403)
Cash and Pooled Investments at July 1, 1995.........cccoiiiiiiieiiiire e seee e 99,442 19,701 66,148
Cash and Pooled Investments at June 30, 1996.........cccccceeiiiiieiiieeeiiiee e $ 92,940 $ 6,989 $ 41,745
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Internal Service Funds

Health
and
Welfare
Stephen P. Agency Water Other
Teale Data Data Resources Internal
Center Center Revolving Service Total

(234) (1,553) — — (1,787)
(3,067) (5,395) (11,503) — (48,442)

— 1 1,330 — 3,208

— — — (293) 946

(5,498) (10,119) — — (18,164)

— (1,656) — — (1,915)

(557) — — (210) (3,350)

— — — — 1,936

— — — — (299)

(9,356) (18,722) (10,173) (403) (67,867)
(7,200) (6,400) — — (45,000)

283 403 — 110 2,382

(6,917) (5,997) — 110 (42,618)
(7,579) 3,148 4,059 7,658 (36,331)
13,178 8,992 7,233 3,062 217,756

$ 5599 $ 12,140 $ 11,292 % 10,720 181,425
(Concluded)
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Trust and Agency Funds

Trust funds are used to account for assets held by the government in a
trustee capacity. Agency funds are used to account for assets held by the
government as an agency for individuals, private organizations, other
governments and/or other funds. A description of the funds included in
this fund type follows:

Expendable Trust Funds account for assets held by the State in a trustee
capacity where the principal and income may be expended in the course of
the fund’'s designated operations. Major funds included in this group are
Unemployment, School Employees, Unemployment Compensation
Disability, California State University and Colleges Trust, State Guaranteed
Loan Reserve, Housing Loan, Unclaimed Property, and Public Employees
Health Care.

Pension Trust Funds account for transactions, assets, liabilities, and net
assets available for plan benefits of the various state public employees’
retirement systems. Funds included in this group are Public Employees’
Retirement, Teachers’ Retirement, Judges’ Retirement, Legislators’
Retirement, and Volunteer Firefighters’ Length of Service Award.

Agency Funds account for the receipt and disbursement of various taxes,
deposits, deductions and property collected by the State, acting in the
capacity of an agent, for distribution to other governmental units or other
organizations. Major agency funds included in this group include Local
Agency Investment, Revenue Collecting and Disbursing, Deposit, Deferred
Compensation Plan, and Departmental Trust.
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State of California

Trust and Agency Funds

Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

ASSETS:

Cash and pooled investments
Investments
Amount on deposit with U.S.Treasury

Receivables (Net).........cccoevvvieiiiicinieene
Due from other funds..........ccccoovieiiiieennns
Due from other governments.............cc......
Prepaid items..........ccoeeiiieiiieeeeeee
Advances and loans receivable..................

Other assets

Total ASSEtS...cuvvveeeiiiiiieeeee e,

LIABILITIES:

Accounts payable
Due to other funds

Due to component UNitS..........ccoceeeerveerennes

Due to other governments

Advances from other funds...........ccccceeee.n.

Tax overpayments
Benefits payable

DEPOSILS. ..ottt
Advance collections...........ccccvvvveveeeiiiiiinnnns

Other liabilities

Total Liabilities.......ccccccoeecvviveeeiiinns

FUND BALANCES:

Reserved for:
Encumbrances..........ccccovviieiiiie i
Advances and l0ans...........cccocceveeieeeeinennnn

Employees’ Pension Benefits
Other specific purposes
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Total Fund Balances..........cccccccoeune

Total Liabilities and Fund Balances

Expendable Pension
Trust Trust

Agency
Funds Total

2,584,659 $ 720,503 $
107,582 162,556,412

2,914,135 —
355,176 4,879,149
217,898 1,132,446
128,709 337,082
746,187 —

6,286 86,548

13,651,412 $ 16,956,574
2,869,267 165,533,261

—_ 2,914,135
6,023,060 11,257,385
5,632,495 6,982,839

190,739 656,530
22,862 22,862
659,239 1,405,426
32,126 124,960

7,060,632 $ 169,712,140 $

29,081,200 $ 205,853,972

155,562 $ 3,321,804 $

3,239,434 $ 6,716,800

116,030 492 6,240,096 6,356,618
— — 2,519 2,519
88,195 11 14,094,429 14,182,635
125 — 644,635 644,760
27,381 — 1,221,660 1,249,041
197,268 576,734 — 774,002
28,666 — 3,233,880 3,262,546
10,375 — 72,996 83,371
287,834 540,882 331,551 1,160,267
911,436 4,439,923 29,081,200 34,432,559
3 — — 3
505,864 — — 505,864
— 165,272,217 — 165,272,217
5,643,329 — — 5,643,329

6,149,196 165,272,217

—_ 171,421,413

7,060,632 $ 169,712,140 $

29,081,200 $ 205,853,972




Expendable Trust Funds

Expendable Trust Funds account for assets held by the State in a trustee
capacity where the principal and income may be expended in the course of
the fund’'s designated operations. A brief description of major expendable
trust funds follows:

Unemployment Fund accounts for employer contributions used for
payments of unemployment insurance benefits.

School Employees Fund accounts for contributions from employers of
school employees that are used for payments of unemployment insurance
benefits.

Unemployment Compensation Disability Fund accounts for taxes on
wages of workers that are used to pay disability benefits.

California State University and Colleges Trust Fund accounts for
receipts from gifts, bequests, donations, and federal and state grants and
loans that can only be expended for the purpose for which they were
received.

State Guaranteed Loan Reserve Fund accounts for monies received from
any source for the purpose of guaranteeing loans to college students.

Housing Loan Fund accounts for various housing program loans.

Unclaimed Property Fund accounts for unclaimed money and properties
held in trust by the State.

Public Employees Health Care Fund accounts for employer and employee
contributions which pay benefits, claims costs, and administrative costs of
self-funded or minimum premium health benefit plans.

Other Expendable Trust Funds account for other assets held in a trustee
capacity when both principal and income may be expended in the course of

a fund’s designated operations.
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State of California

Expendable Trust Funds

Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

ASSETS:
Cash and pooled investments.....................

Investments

Receivables (Net).........cccovviiieiiiiciiieene
Due from other funds..........ccccoiviiiiieennnes
Due from other governments..............c.......
Advances and loans receivable..................

Other @SSetS....uuviiiiiiiiiiiiie e

Total Assets

LIABILITIES:
Accounts payable..........c.ccceeiiiiiiiiieeen

Due to other funds

Advances from other funds............cccceeen.

Tax overpayments
Benefits payable

DEPOSILS. ..ceiiiieeiiiie et
Advance collections..........ccccvvvvereeeiiiiinnnns

Other liabilities

Total Liabilities.......ccccccoeecvveveeeiiinns

FUND BALANCES:
Reserved for:
Encumbrances.........cccccoeevevveereeeieecinnen.

Advances and loans

Other specific pUrposes.........c.ccceoeereeenne
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Total Fund Balances..........cccccccoeune

Total Liabilities and Fund Balances

Amount on deposit with U.S.Treasury.

Due to other governments

California
State
Unemployment University

School Compensation and Colleges

Unemployment Employees Disability Trust
$ 1,387 $ 82,638 $ 1,751,712 $ 30,655
— — — 81,865
2,914,135 — — —
120,540 70 24,255 194,099
16,949 2,353 68,616 43,753
16,747 6,251 — 3,974
— — — 21
$ 3,069,758 $ 91,312 $ 1,844583 $ 354,367
$ 1,411 % — $ 156 $ 5,334
76,836 6,778 10,320 7,782
6,387 — — 80
— — — 125
15,666 113 11,602 —
115,102 — 82,166 —
_ — 1,900 20,483
— — — 8,136
654 — — 7,605
216,056 6,891 106,144 49,545
2,853,702 84,421 1,738,439 304,822
2,853,702 84,421 1,738,439 304,822
$ 3,069,758 $ 91,312 $ 1,844,583 $ 354,367




State Public
Guaranteed Unclaimed Employees Other
Loan Housing Property Health Expendable
Reserve Loan Fund Care Trust Total
$ 228,521 $ 53,266 $ 7251 % 209,576 $ 219,653 2,584,659
— — 220 — 25,497 107,582
— — — — — 2,914,135
2,102 2,363 — — 11,747 355,176
7,501 2,159 29,000 5,615 41,952 217,898
97,663 69 — 1,954 2,051 128,709
— 491,864 240,323 — 14,000 746,187
— — — — 6,265 6,286
$ 335,787 $ 549,721 $ 276,794 $ 217,145 % 321,165 7,060,632
$ 28,953 $ 135 $ — $ 111575 $ 7,998 155,562
674 e — 1,976 10,887 116,030
44,230 — — — 37,498 88,195
— — — — — 125
— — — — — 27,381
— — — — — 197,268
— — — — 6,283 28,666
— — — — 2,239 10,375
— 1,347 276,794 — 1,434 287,834
73,857 2,259 276,794 113,551 66,339 911,436
— — — 3 3
— 491,864 — — 14,000 505,864
261,930 55,598 — 103,594 240,823 5,643,329
261,930 547,462 — 103,594 254,826 6,149,196
$ 335,787 $ 549,721 $ 276,794 % 217,145 % 321,165 7,060,632

Expendable Trust Fund



State of California

Expendable Trust Funds

Combining Statement of Revenues,
Expenditures, and Changesin Fund Balances

Year Ended June 30, 1996

(Amounts in thousands)

REVENUES:

Insurance premiums...............
Charges for services...............

EXPENDITURES:
Current:
General government ...........
Education ..........ccc......
Health and welfare

RESOUICES ....covveiiieeiieiiieiieee s

State and consumer service
Business and transportation

S ...

Total EXpenditures.......ccooccveeiieee i,

Excess (Deficiency) of Revenues Over (Under)

Expenditures........ccccoviieennns

OTHER FINANCING SOURCES (USES):

Operating transfersin ............
Operating transfers out ..........

Net Other Financing So

urces (USeS)......coceevruerennn:

Excess of Revenues and Other Financing
Sources Over (Under) Expenditures and Other

Financing Uses.........cccceeu.
Fund Balances, July 1, 1995...
Fund Balances, June 30, 1996

138

California
State
Unemployment University
School Compensation and Colleges

Unemployment Employees Disability Trust
$ 3,484,610 $ 23,918 $ 1,908,781 $ —
157,464 5,025 97,112 8,757
— — — 569,836
3,642,074 28,943 2,005,893 578,593
3 — — —
— — — 710,347
3,129,155 35,171 1,785,467 —
3,129,158 35,171 1,785,467 710,347
512,916 (6,228) 220,426 (131,754)
87,674 — — 211,390
— — — (30,443)
87,674 — — 180,947
600,590 (6,228) 220,426 49,193
2,253,112 90,649 1,518,013 255,629
$ 2,853,702 $ 84,421 $ 1,738,439 $ 304,822




Expendable Trust Fund

State Public
Guaranteed Unclaimed Employees Other
Loan Housing Property Health Expendable
Reserve Loan Fund Care Trust Total
$ — 3 — $ — $ — % 31,344 $ 5,448,653
14,176 — — 707,872 34,090 756,138
— — — — 9,138 9,138
38,995 — — — 4,454 43,449
— — — — 24,129 24,129
11,944 1) — 11,357 7,339 298,997
6,778 4,195 332,821 — 190,636 1,104,266
71,893 4,194 332,821 719,229 301,130 7,684,770
— 4 88,472 715,146 84,983 888,608
55,708 — — — 89,578 855,633
— — — — 647 4,950,440
— — — — 45571 45571
— — — — 22,660 22,660
— 8,293 — — 4,541 12,834
55,708 8,297 88,472 715,146 247,980 6,775,746
16,185 (4,103) 244,349 4,083 53,150 909,024
12,307 20,753 — — 2,188 334,312
— (1,023) (244,349) — (35,009) (310,824)
12,307 19,730 (244,349) — (32,821) 23,488
28,492 15,627 — 4,083 20,329 932,512
233,438 531,835 — 99,511 234,497 5,216,684
$ 261,930 $ 547,462 $ — $ 103,594 $ 254,826 $ 6,149,196

139



Pension Trust Funds

Pension Trust Funds account for transactions, assets, liabilities, and net
assets available for plan benefits of the various state public employees’
retirement systems. A brief description of each pension trust fund follows:

Public Employees’ Retirement Fund accounts for the employee and
employer contributions of the agent multiple-employer retirement system
that provides pension benefits to employees of the State of California, non-
teaching school employees, and employees of California public agencies.

Teachers’ Retirement Fund accounts for the employee and employer
contributions of the cost-sharing multiple-employer retirement system that
provides pension benefits to teachers and certain other employees of the
California public school system.

Judges’ Retirement Fund account for the employee and employer
contributions of the agent multiple-employer retirement system that
provides pension benefits to judges of the California Supreme Court, courts
of appeal, superior courts, and municipal courts.

Legislators’ Retirement Fund accounts for the employee and employer
contributions of the agent single-employer retirement system that provides
pension benefits to members of the Legislature, constitutional officers, and
legislative statutory officers who elect to participate in the plan.

Volunteer Firefighters’ Length of Service Award Fund accounts for
employer contributions of the agent multiple-employer defined benefit
system that provides awards to volunteer firefighters.
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State of California

Pension Trust Funds
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

Public
Employees’ Teachers’
Retirement Retirement
ASSETS:
Cash and POOIEd INVESIMENTS..........viieiieiereeiese e se et se e see e ee s et e sreeseesteeseesteeneesseeneesneaneesneanes $ 459899 $ 257,776
INVESTMEINTS. ...ttt e ettt e ek et e et et e e e st et e e ame e e e e abe e e e e s b e e e e nbeeennn e e e nnnneeeannneeene 99,534,141 62,910,813
RECEIVADIES (NEL).... ettt e e e e s e e e s et e e sb e e e an b e e e snreeenannas 945,475 3,932,950
DUE frOmM ORI TUNGS. ..ottt e s e e s e e s r e e e anb e e e e anneeenas 1,070,447 61,291
Due from OtNer QOVEIMIMENT. ......ciiiiii ittt ettt e e e et e e s e e s nr e e e s bn e e e nnneeennes 334,052 —
(01T = LTS T OSSP P PP PPRPPPRN 82,082 4,466
o] -1 XY= USRS UPRUPRRUPTPR 102,426,096 67,167,296
LIABILITIES:
ACCOUNES PAYADIE.....eeie ettt ettt e e et e e et e e e e nte e e e steeeanaeeeeanseee e nbeeeannteeesnnaeeesnneeeennneas — 3,321,804
[ TU = (o 01 =Y g 0 o S S — —
Due to other governments.. . — —
BENETItS PAYADIE. ... .eiie et e e e et e e anae e e annaeeenraeeeenaeas 322,471 253,781
Oher [ADIIIES. ..ottt ettt e et e e e et e s aa e e saeeeabeeesseebeesaneeseeenbeenseeenns 404,508 136,363
TOTAl LIADIITIOS .ee ittt ettt et sb e bt e bt et e st nbeesaneeees 726,979 3,711,948
FUND BALANCES:
Reserved for:
Employees’ PenSioN BENETILS. .........iiiiiiiiiii et 101,699,117 63,455,348
TOtal FUNA BAIANCES. ...ttt a e e s nne e s 101,699,117 63,455,348
Total Liabilities and FUNA BaAlANCES........ccveieieeieieiere et se e sne s $102,426,096 $ 67,167,296
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Pension Trust Funds

Volunteer
Firefighters’
Judges’ Legislators’ Length of
Retirement Retirement Service Total
$ 2314 % 513 % 1 % 720,503
9,403 101,095 960 162,556,412
— 719 5 4,879,149
708 — — 1,132,446
2,808 81 141 337,082
— — — 86,548
15,233 102,408 1,107 169,712,140
— — 3,321,804
296 196 — 492
— — 11 11
— 482 — 576,734
3 8 — 540,882
299 686 11 4,439,923
14,934 101,722 1,096 165,272,217
14,934 101,722 1,096 165,272,217
$ 15233 $ 102,408 $ 1,107 $169,712,140
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State of California

Pension Trust Funds
Combining Statement of Changes
in Plan Net Assets

Year Ended June 30, 1996
(Amounts in thousands)

ADDITIONS:
Contributions:
(= 4T[0 V=T TSP P PRSPPI
[ Eo Tl 14 T=T00] o= ST PP PP PPPR P

TOtal CONIIDULIONS ...ttt ettt et e e st e e e bt e e e anee s
Investment income:
Net appreciation (depreciation) in fair value of investments...
Interest, dividends and other iNVeStMEeNt INCOME..........uii it
LESS: INVESIMENT EXPENSE.....eiiiieiiiiiit et ettt e e et e e e e ettt e e e e e st e et e e e e e e aabnb e e e e e e e s anbrnreeeeeaas

Net INVeSTMENt INCOME...ccoi o

o) € 1 IAN Lo [ 4o I OO PRSPPI

DEDUCTIONS:
[T LY 11 USSR
RefuNdS Of CONTHDULIONS. ..o et e st e e e st e e s nneeeeennaeeennreeens
ADMINISITALIVE EXPENSE. ...ttt ettt ettt et e e bt e bt et et e e bt e st e e san e e s e enteenenes

0] =1 LYo U Yo 40 o 1= PRSP RR

Net Increase (Decrease) in Fund Balance Reserved for Employees’ Pension Benefits...............

Fund Balance Reserved for Employees’ Pension Benefits, July 1, 1995.........cccccceevivieeviieennnnnn,

Fund Balance Reserved for Employees’ Pension Benefits, June 30, 1996............cccceevvveeniienennn.
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Public
Employees’ Teachers’
Retirement Retirement
1,850,104 $ 1,895,644
1,338,045 1,089,047
3,188,149 2,984,691
9,093,803 4,713,397
4,366,759 2,791,275
(325,107) (40,992)
13,135,455 7,463,680
1,747 88
16,325,351 10,448,459
3,846,390 2,580,065
138,297 69,208
80,682 206,001
4,065,369 2,855,274
12,259,982 7,593,185
89,439,135 55,862,163

$ 101,699,117

$ 63,455,348




Pension Trust Funds

Volunteer
Firefighters’
Judges’ Legislators’ Length of
Retirement Retirement Service Total
$ 62,440 $ 575 $ 5 % 3,808,818
13,381 422 — 2,440,895
75,821 997 55 6,249,713
— 8,636 97 13,815,933
1,562 4,664 32 7,164,292
— — — (366,099)
1,562 13,300 129 20,614,126
15 — — 1,850
77,398 14,297 184 26,865,689
71,666 5,585 12 6,503,718
29 72 — 207,606
298 225 10 287,216
71,993 5,882 22 6,998,540
5,405 8,415 162 19,867,149
9,529 93,307 934 145,405,068
$ 14934 $ 101,722 % 1,096 $ 165,272,217
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Agency Funds

Agency Funds account for the receipt and disbursement of various taxes,
deposits, deductions, and property collected by the State, acting in the
capacity of an agent for distribution to other governmental units or other
organizations. A brief description of major agency funds follows:

Local Agency Investment Fund accounts for assets held for investment
purposes on behalf of local governments and local public agencies.

Revenue Collecting and Disbursing Fund accounts for revenues and
receipts collected on behalf of other funds and local governments for
subsequent disbursement to them. This fund also accounts for receipts
from numerous state funds, typically for the purpose of writing a single
warrant when the warrant is funded by multiple funding sources.

Deposit Fund accounts for various deposits such as condemnation and
litigation.

Deferred Compensation Plan Fund accounts for moneys withheld from
the salaries of participants; the moneys are invested until the employee
retires or resigns at which time all money withdrawn, including investment
income, is subject to income taxes.

Departmental Trust Fund accounts for various deposits held in trust by
state departments.

Other Agency Funds account for other assets held by the State, which
acts as an agent for individuals, private organizations, other governments,
or other funds.
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State of California

Agency Funds
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

Revenue
Local Collecting
Agency and
Investment Disbursing
ASSETS:

Cash and Pooled INVESIMENTS..........uiiiiiiierrie et se e e sneen $ 10,407,910 $ 2,537,259
INVESIMEINTS. ...ttt e et e e e e e e et e e e e e b e e e e e e e s e e e e e e e e e e e s — —
RECEIVADIES (NEL).... ittt ekt e ek e e s e e s b bt e e s bne e e e b e e e snn e e e nnnneas — 5,536,100
DUE FrOM OtNEE FUNGS. ...t e e st e e e e e s e e e e e e e snnneeesanns 159,225 5,235,525
Due from Other GOVEIMMENTS. ..ottt e e e s e e e sb e e s s e e e sanre e e snnneeennnns — 174,255
e (=] o 1= U[o 1 (] 0 0 TSP PU PP PRI — 20,766
Advances and 08NS rECEIVADIE.............uii i — 636,179
(@ 1T e T £ PP PPPPPPPPRPPN — —

o] 1 N1 £ PSPPI $ 10,567,135 $ 14,140,084

LIABILITIES:

ACCOUNLS PAYADIE. ... ettt ettt e e s re e st e s teeseesteeseesteeseeeeaseeseesaeeneesneeseeaseessenseeneensenn $ — $ 3,169,234
(DU =R (o o1 g T=T o (1] o PSP PP RTPRTN 55,716 5,452,679
DUE T0 COMPONENT UNMIES. ... ttteutieiiteesteeatee ettt et e st e sib e e it et e e sbe e e bt e sabe e bt e asbeesbeesabeensbeanbeesbeeesbeenaneenneean — —
DUE tO OtNEI GOVEIMIMENTS. ....ciiitiieiiiie ettt e et e e et e e et e s se e e s et e e e sne e e e s e e e nnreeennnneee e 10,511,419 3,501,876
AdVANCES frOM OtNEE FUNGS. ...t e e e e snne e — 644,179
TAX OVEIPAYIMENTS. ....eeteeiiteee et e ettt e e ettt e e st te e e et be e e ab e e e e sase e e e sae e e e e ke et e e abe e e e eaEe e e e nne e e aaneeeeanbeeeeanreeesnnreeeannnis — 1,221,660
(D=7 0T 11 £ T PP UP PP PPRP PPN — 6,035
P aXe 1= g ot oo | 1=To1 1 o] TP PR PR — 69,880
OtNET IADIIITIES. ...ttt e e st e e st e ek e e e et b e e e sabr e e e ssnn e e e snneeeennneeas — 74,541

TOtAl LIADTTIEIES ..ottt et b et e bt e st e et e e e st e e sbeeenbeesnbeenbeeanee s $ 10,567,135 $ 14,140,084
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Agency Funds

Deferred
Compensation Departmental Other
Deposit Plan Trust Agency Total
$ 368,947 $ 507 $ 54575 $ 282,214 $ 13,651,412
— 2,869,267 — — 2,869,267
484,975 817 1,038 130 6,023,060
19,784 19,125 582 198,254 5,632,495
1,296 — — 15,188 190,739
2,096 — — — 22,862
20,944 — — 2,116 659,239
9,716 — 22,410 — 32,126
$ 907,758 $ 2,889,716 $ 78,605 $ 497,902 $ 29,081,200
$ 11,221 $ 530 $ 193 % 58,256 $ 3,239,434
451,080 332 696 279,593 6,240,096
— — — 2,519 2,519
23,080 — — 58,054 14,094,429
456 — — — 644,635
— — — — 1,221,660
164,048 2,888,838 77,693 97,266 3,233,880
3,089 — 23 4 72,996
254,784 16 — 2,210 331,551
$ 907,758 $ 2,889,716 $ 78,605 $ 497,902 $ 29,081,200
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State of California

Agency Funds
Combining Statement of Changes
In Assetsand Liabilities

Year Ended June 30, 1996
(Amounts in thousands)

Balance Balance

L ocal Agency Investment July 1,1995  Additions Deductions  June 30, 1996

ASSETS:
Cash and pooled iNVESIMENTS...........ccerireerinieeneee e $ 9,505565 $ 14,289,148 $ 13,386,803 $ 10,407,910
Due from other funds...........ccccoiiiiiiiiiiii e 371,821 422,130 634,726 159,225
TOtAl ASSEES ..ot $ 9,877,386 $ 14,711,278 $ 14,021,529 $ 10,567,135

LIABILITIES:
DUE t0 Other fUNGS.....c.viuiiiiriiiiiiecieeee e $ 379,650 $ — 3 323,934 $ 55,716
Due to other gOVErNMENTS.........ccveeiiiiieeiiiee et 9,497,736 13,867,018 12,853,335 10,511,419
Total LiabilitieS......cooveiiiiiiiice e $ 9,877,386 $ 13,867,018 $ 13,177,269 $ 10,567,135
Revenue Collecting and Disbursing

ASSETS:
Cash and pooled iNVESIMENES...........c.coererieerereereneee e $ 2,767,576 $151,778,411 $152,008,728 $ 2,537,259
Receivables (Net).........cooiiiiiiie e 4,350,385 4,972,311 3,786,596 5,536,100
Due from other funds...........cccoiviiiiiiiiii e 5,716,526 15,332,738 15,813,739 5,235,525
Due from other goOVernmMENtS..........cceeiriiieiiiiie e 22,068 153,499 1,312 174,255
Prepaid EXPENSES. ......c.vviiiiiie et 37,348 591 17,173 20,766
Advances and loans receivable.............cccooiiiiiiiiiini 1,768,327 — 1,132,148 636,179
Other @SSEtS......cccoiiiiiiiiiiiiie e — 700 700 —
Total Assets $ 14,662,230 $172,238,250 $172,760,396 $ 14,140,084

$ 33,254,984
47,535,595
6,921,502
8,000
5,070,327
248,809
95,538
30,564

$ 33,520,597
47,536,200

6,196,148
1,132,148
4,965,887
247,869
63,355
25,261

$ 3,169,234
5,452,679
3,501,876

644,179
1,221,660
6,035
69,880
74,541

LIABILITIES:

ACCOUNLS PAYADIE......c..eieieiieieieie e $ 3,434,847
Due to Other fUNAS.......cocuvviiiieie e 5,453,284
Due t0 COMPONENT UNIES......c.vevrieriiirreiiesee e —
Due to other gOVEIrNMENTS........ccouviiiiiiie e 2,776,522
Advances from other funds............ccvvieiiiiieiiiee e 1,768,327
TaX OVEIPAYMENES. ..cciiriieiiirie ettt esite e et e et e e nne e e 1,117,220
DBPOSIES. ..ttt 5,095
AdVaNCE COIIECLIONS. .....cciiiiiiiiiie et 37,697
Other aDIlILIES. ........viveieceiee e 69,238

Total LiabilitieS......ccoveviiiiieie e $ 14,662,230

$ 93,165,319

$ 93,687,465

$ 14,140,084
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Agency Funds

Agency Funds
Combining Statement of Changes
In Assetsand Liabilities

Year Ended June 30, 1996
(Amounts in thousands)

Balance Balance
Deposit July 1, 1995 Additions Deductions  June 30, 1996
ASSETS:

Cash and pooled iNVESIMENTS...........ccoevereeieniniene e $ 478,285 $ 4,481,581 $ 4,590,919 $ 368,947
INVESTMENTS. ....eeiiiiiie e 33 — 33 —
Receivables (Net).........coiuiiiiiiie e 494,452 1,593,974 1,603,451 484,975
Due from other fuNdS.........c.ooeiiiii i 30,629 16,248 27,093 19,784
Due from other goOVernmMENtS..........cceeiiveeeriiee e 458 838 — 1,296
Prepaid @XPENSES. .......viiiiiiie it 1,724 372 — 2,096
Advances and loans receivable.............ccccooiiiiiiiiiniic s 20,936 8 — 20,944
Other @SSELS.....ciiiieiieiieee ettt 57 9,659 — 9,716
TOtAl ASSELS. ..ottt $ 1026574 $ 6,102680 $ 6,221,496 $ 907,758

LIABILITIES:
ACCOUNLS PAYADIE.......eeivieieieieieseeee et nnes $ 23,078 $ 244,833 $ 256,690 $ 11,221
Due to Other fUNS. ........evviiiiii e 497,089 1,591,303 1,637,312 451,080
Due to other QOVEIrNMENTS.........ccveviiieeeiieee e 32,105 237,288 246,313 23,080
Advances from other funds...........cccooieiiiiiii e 435 21 — 456
DBPOSIES. ...ttt 117,556 306,911 260,419 164,048
Advance COIIECHIONS........cccuviiiiiieiiiee e 2,186 903 — 3,089
Other lHabIlItIES. ..o 354,125 281,605 380,946 254,784
Total Liabilities. ..o $ 1026574 $ 2,662,864 $ 2,781,680 $ 907,758

Deferred Compensation Plan
ASSETS:

Cash and pooled iNVESIMENLS...........cccverereerieneeere e $ 413 % 137 $ 43 3 507
INVESTMENTS. ....eeiiiiiieiiiee e 2,450,393 419,048 174 2,869,267
Receivables (Net)........ccoiuiiiiiiieie e — 817 — 817
Due from other fuNdS...........oooiiiiiiiieee e 17,198 1,927 — 19,125
TOtAl ASSELS. ..ottt $ 2,468,004 $ 421,929 $ 217 $ 2,889,716

LIABILITIES:
ACCOUNLS PAYADIE.......eeivieieieeeiesteeie et nnes $ 14 3 519 $ 3 3 530
Due to Other fUNS. .........evviiiie e 322 31 21 332
DBPOSIES. ..ttt 2,467,668 421,299 129 2,888,838
Other liabilities.........ccveiiiiiee e, — 16 — 16
Total Liabilities.......cocveiiviiiiiicec e $ 2,468,004 $ 421,865 $ 153 $ 2,889,716
(Continued)
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State of California

Agency Funds
Combining Statement of Changes
In Assetsand Liabilities

Year Ended June 30, 1996
(Amounts in thousands)

Balance Balance

Departmental Trust July 1, 1995 Additions Deductions  June 30, 1996

ASSETS:
Cash and pooled iNVESIMENLS...........ccceererierieneeese e, $ 90,035 $ — 3 35,460 $ 54,575
INVESTMENTS. ....eeiiiiieiiiice e 1,513 — 1,513 —
Receivables (Net).........ooiiiiiie e 1,163 85 210 1,038
Due from other fuNdS.........c.oviiiiiiiiie e 4,182 71 3,671 582
Other @SSELS.....ciiiiieiiiie et 14,206 8,204 — 22,410
TOtAl ASSEES .ottt ettt e $ 111,099 $ 8,360 $ 40,854 $ 78,605

LIABILITIES:
ACCOUNLS PAYADIE.......eeieieieieeeie st $ 66 $ 134 % 7 % 193
Due to Other fUNAS........ccuvieiiieic e 682 197 183 696
DPOSIES. .ttt 110,304 — 32,611 77,693
AdVaNCe COIIECLIONS. ......cocviiiiiiiee et — 23 — 23
Other liabilities.........cceeiieiee e 47 — 47 —
Total LiabilitieS....ccoeiiiieie et $ 111,099 $ 354 % 32,848 % 78,605
Other Agency

ASSETS:
Cash and pooled iNVESIMENLS...........ccceerereeriereeieneee e, $ 101,582 $ 4,968,843 $ 4,788,211 $ 282,214
INVESIMENTS. ...ceiiiiiiiieee e 7 — 7 —
Receivables (Net).........oouieiiiiee e 25 105 — 130
Due from other fuNdS.........c.oooiiiiiiiiie e 18,014 847,499 667,259 198,254
Due from other goOVernmMENtS..........ccuveeriiieiiiiieerieee e 17,469 — 2,281 15,188
Advances and loans receivable............ccccoiiiiiiie e 3,906 — 1,790 2,116
Other @SSELS.....eiiiiiiiitie et e, 131 — 131 —

Total Assets $ 141,134 $ 5,816,447 $ 5459679 $ 497,902

LIABILITIES:

ACCOUNLS PAYADIE.......eeieieieeieieie st $ 31,513 % 27914 $ 1,171 $ 58,256
Due to Other fUNAS........ccuviiiiiie e 1,170 279,085 662 279,593
Due to COMPONENE UNILS.....coovieeiiiieeiiiie e — 2,519 — 2,519
Due to other gOVEIrNMENTS.........ccveveiiieeeriiee e 9,261 48,793 — 58,054
Advances from other funds............ccovieiiiie e — — — —
DIBPOSIES. ..veviereeeeete sttt 91,962 16,440 11,136 97,266
AdVaNCE COIIECLIONS. .....cciiiiiiiiiie it — 4 — 4
Other HaDIlILIES. ........viveieceiee e 7,228 — 5,018 2,210

Total Liabilities.......ooveiiiiiiiiicee e, $ 141,134 % 374,755 $ 17,987 % 497,902
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Agency Funds

Agency Funds
Combining Statement of Changes
In Assetsand Liabilities

Year Ended June 30, 1996
(Amounts in thousands)

Balance Balance
Total July 1, 1995 Additions Deductions  June 30, 1996
ASSETS:
Cash and pooled iNVESIMENLS..........c.cccereeiereeiene e ne e $ 12,943,456 $175,518,120 $174,810,164 $ 13,651,412
INVESTMENTS. ....eeiiiiieeiii e 2,451,946 419,048 1,727 2,869,267
Receivables (Net).........ooeiiiie e 4,846,025 6,567,292 5,390,257 6,023,060
Due from other fundS.........ccooiiiiiiiiie e 6,158,370 16,620,613 17,146,488 5,632,495
Due from other goOVernmMENtS..........cceeeriiieiiirie e 39,995 154,337 3,593 190,739
Prepaid EXPENSES. .......uviiiiiie et 39,072 963 17,173 22,862
Advances and loans receivable............ccccoviiiiiiii e 1,793,169 8 1,133,938 659,239
Other @SSELS.....ciiiiiiiiiiee et 14,394 18,563 831 32,126
TOtAl ASSEES ..ot $ 28,286,427 $199,298,944 $198,504,171 $ 29,081,200
LIABILITIES:
AcCCoUNtS PAYADIE........cooiiiiieee e 3,489,518 33,528,384 33,778,468 3,239,434
Due t0 Other fUNS. ......cc.eiiiiiiie e 6,332,197 49,406,211 49,498,312 6,240,096
Due to COMPONENE UNILS......covieiiiiieeiiieee i — 2,519 — 2,519
Due to other QOVEIrNMENTS.........ccvveiiiiieeiiee e 12,315,624 21,074,601 19,295,796 14,094,429
Advances from other funds............ccooieiiiicinie e 1,768,762 8,021 1,132,148 644,635
TaX OVEIPAYMENES. ..cciiieeeiiieeeiieee e et ee et e e e e e snneee s 1,117,220 5,070,327 4,965,887 1,221,660
DBPOSIES. ...veveereeieere st st et 2,792,585 993,459 552,164 3,233,880
AdVaNCe COIIECHIONS. .....ccoiiiiieiiiie et 39,883 96,468 63,355 72,996
Other HaDIlILIES. .....c..vieeiieeeeec e 430,638 312,185 411,272 331,551
Total Liabilities......coveiiiieiiiicc e $ 28,286,427 $110,492,175 $109,697,402 $ 29,081,200
(Concluded)
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General Fixed Assets
Account Group

Fixed assets used in governmental and expendable trust funds’
operations are accounted for in the General Fixed Assets Account
Group, rather than in individual funds. Public domain (infrastructure)
assets consisting of certain improvements other than buildings (including
roads, bridges, curbs and gutters, streets and sidewalks, drainage
systems, lighting systems, and similar assets) are not reported in the
account group.
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State of California

Schedule of General Fixed Assets
By Source

June 30, 1996
(Amount in thousands)

Total
GENERAL FIXED ASSETS:
[ o o TP PP PR PP $ 1,957,254
SEIUCLUIES AN IMPIOVEIMIEIES. ...ceitieteiiiee ettt e ettt e et e e et e e et e e s s e et e s be e e e e s be e e e s b e e e aas bt e e sa s e e e e abbe e e eabbeeeaabs e e e nnneeeennneeeanneeeanns 10,063,599
=T [N 01001 | SO PSR P U RUPRP 2,232,731
Construction in progress 774,374
TOtal GENETaAl FIXEU ASSEES....uiiiiiiiiieitie ettt b e b et b e st e e b e et eebe e b e e sbeesans $ 15,027,958
INVESTMENT IN GENERAL FIXED ASSETS BY SOURCE:
General Fund.................... $ 8,767,465
Special Revenue Funds 2,699,934
(0= To] c= Il = (o] [=Tot 31 U o o KT PO P PP PTPPTPPPRPRPTRRN 3,499,671
EXPENAADIE TIUSE FUNGS......ceiiieiiiei ittt e et e e b et e s bt e e e s be e e ek be e e aan b e e e sanb e e e asb et e e abneeesabneeennnneas 60,888
Total Investment in General FIXEA ASSEES.......coiiiiiiiiiiiieie et $ 15,027,958
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General Fixed Assets

Schedule of General Fixed Assets
By Function

June 30, 1996
(Amounts in thousands)

Structures and Construction
Land Improvements  Equipment in Progress Total
FUNCTION:

General governMEeNt........cocevveeerereereseeneennes $ 9,203 $ 680,390 $ 204310 $ 8,047 $ 901,950
EdUCALION. ..ot 124,486 2,634,628 466,455 42,003 3,267,572
Health and welfare...........ccccoooveiiiiiiicieee 10,853 618,724 175,193 — 804,770
RESOUICES.....eeeiieiiiie it 1,424,641 774,885 266,535 39,254 2,505,315
State and CONSUMEr SEIVICES..........ccvveeruveernnnne. 72,248 428,229 62,210 617,011 1,179,698
Business and transportation............c..ccceeeveeenne. 214,740 565,185 891,908 14,500 1,686,333
Correctional programs..........ccceeeeeveeesineeesineenns 101,083 4,361,558 166,120 53,559 4,682,320

Total General Fixed Assets................... $ 1,957,254 $ 10,063,599 $ 2,232,731 $ 774,374 $ 15,027,958

Schedule of Changesin General Fixed Assets
By Function

Year Ended June 30, 1996
(Amounts in thousands)

Capitalization

Policy
Balance Adjustment Other Balance
July 1, 1995 (Deductions) Additions (Deductions)  June 30, 1996
FUNCTION:

General governMEeNt........ccocevveverereereseereenens $ 794,999 $ 62,921 $ 214,798 $ 44926 $ 901,950
EdUCALION. ..ot 3,045,015 279,036 1,007,724 506,131 3,267,572
Health and welfare............cccooeiiiiiiiiciee 881,335 91,772 45,448 30,241 804,770
RESOUICES....cciiiieiiiiie e 2,537,202 27,861 90,120 94,146 2,505,315
State and CONSUMEr SEIVICES..........ccvveeruveeennnne. 1,250,689 28,162 4,320 47,149 1,179,698
Business and transportation............c..ccceeecveennn 1,781,787 203,248 192,663 84,869 1,686,333
Correctional programs...........ccceeeeveeesineeesineenns 4,087,683 39,034 710,744 77,073 4,682,320
Total General Fixed Assets................... $ 14,378,710 $ 732,034 $ 2,265817 $ 884,535 $ 15,027,958
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Component Units —
Special Purpose Authorities

Special Purpose Authorities are legally separate entities which are
discretely presented in the State’s financial statements as component units in
accordance with GASB Statement No. 14. The authorities’ inclusion in the
State’s general purpose financial statements reflects the State’s financial
accountability for these entities. A brief description of the major authorities
follows:

State Compensation Insurance Fund is a component unit created to offer
insurance protection to employees at the lowest possible cost. This
information is as of and for the year ended December 31, 1995.

The California Housing Finance Agency was created for the purpose of
meeting the housing needs of persons and families of low and moderate
income.

Other Non-Major Component Units provide certain services outside the
State and provide certain private and public entities with a low-cost source of
financing for activities that are deemed to be in the public interest.

The California Alternative Energy and Advanced Transportation Financing
Authority was created to provide financing for the alternative energy and
advanced transportation technologies.

The California Pollution Control Financing Authority was created to provide
financing for pollution control facilities.

The California Health Facilities Financing Authority was created to provide
financing for the construction, equipping, or acquiring of health facilities.

The California Educational Facilities Authority was created for the purpose of
issuing revenue bonds to assist private educational institutions of higher
learning in the expansion and construction of educational facilities.

The California School Finance Authority was created for the purpose of
providing loans to school and community college districts to assist in
obtaining equipment and facilities.

The California Economic Development Financing Authority was created for the
purpose of issuing revenue and general obligation bonds to finance business
development and public infrastructure projects.

District Agricultural Associations were created for the purpose of exhibiting all
of the industries, industrial enterprises, resources, and products of the State.

The San Joaquin River Conservancy was created for the purpose of acquiring
and managing public lands within the San Joaquin River Parkway.
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State of California

Component Units— Special Purpose Authorities
Combining Balance Sheet

June 30, 1996
(Amounts in thousands)

California
Alternative
Energy and California
California Advanced Pollution
State Housing Transportation Control
Compensation Finance Financing Financing
Insurance Agency Authority Authority
ASSETS:
Cash and pooled iNVEStMENTS..........cceeviieiriiienieee e $ 214,926 $ 280,879 $ 293 % 59,005
INVESTMENTS. ....coiiiiiie e 5,913,923 975,760 — —
Receivables (Net).........coouiiiiiiiiee e 152,585 61,178 — 3
Due from other funds..........cccooiiieiiiiieee e — — — 20
Due from primary goOVErNMENL.........c.ceeviuveeiiieeeniiieesiiee e 9,965 — — 2,633
Advances and loans receivable............ccccviiiiiiiiiiiee e — 3,731,656 — —
Deferred Charges. ... — — — —
FIXEO @SSELS.....eeiiiiiieiiiie et 219,548 — — —
OthEr @SSELS.....oeiiiiiieiiiie e 746,941 53,288 — —
TOtal ASSELS...eiiiiiiiieie e $ 7,257,888 $ 5,102,761 $ 293 % 61,661
LIABILITIES:
ACCOUNES PAYADIE......oiiiiii e $ —  $ 112,837 $ — 3 26
Due to Other fuNdS.........ccvviiiieiiee e — — — —
Dividends payable..........c.cccooiiiiiiiiii e 60,000 — — —
Benefits payable..........ocooiiiii e 4,619,802 — — —
DEPOSIES. ..ttt — — — —
Contracts and notes payable............ccoccoviiieiiiieeniieee — — — —
Compensated absences payable............ccccvieiiiieinieennee. 21,205 977 — —
Advance COIECLIONS. ..........eeiiiiieiiie e 154,095 74,901 — —
Revenue bonds payable...........cccooiiiiiiiiiiiie e — 4,337,755 — —
Interest payable...........cocveiiiiiiiii e — 114,804 — —
Other labIlItIeS.........occviiieecee e 808,530 — — —
Total LiabilitieS....c.coooiiiiieiiieecec e 5,663,632 4,641,274 — 26
FUND EQUITY:
Retained Earnings:
Reserved for:
Regulatory requirements..........cocevveereinieenee e 100,000 416,893 — —
UNESEIVEM.......cciirieeee ettt 1,494,256 44,594 293 61,635
Total Retained EarningsS........ccccovvveiniiiennieee e 1,594,256 461,487 293 61,635
Total FUNd EQUItY......ccoiiiiiiiiieeeseeee e 1,594,256 461,487 293 61,635
Total Liabilities and Fund EqUity........cccocveviiiiiennenns $ 7,257,888 $ 5102,761 $ 293 % 61,661
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Component Units - Special Purpose Authorities

Non-Major Component Units

California California
Health California California Economic
Facilities Educational School Development District San Joaquin
Financing Facilities Finance Financing Agricultural River
Authority Authority Authority Authority Associations Conservancy Total
$ 21,790 $ 11,326 $ 764 % 328 % 24,473  $ 330 % 614,114
— — — — 4,098 — 6,893,781
225 60 24 — 2,924 — 216,999
2 — — — 717 — 739
598 304 — 11 — — 13,511
4,478 — — — — — 3,736,134
— — — — 3,934 — 3,934
137 62 — — 311,709 — 531,456
— — — — 13,076 — 813,305
$ 27,230 $ 11,752 % 788 % 339 % 360,931 $ 330 $ 12,823,973
$ 23 % 17  $ 4 % 104 $ 2223 % 8 $ 115,242
— — — — 730 13 743
— — — — — — 60,000
— — — — — — 4,619,802
— — — 112 721 — 833
— — — — 48,853 — 48,853
— 2 — — 2,255 — 24,439
— — — — 1,100 2 230,098
— — — — — — 4,337,755
— — — — — — 114,804
— — — — 13,754 — 822,284
23 19 4 216 69,636 23 10,374,853
— — — — — — 516,893
27,207 11,733 784 123 291,295 307 1,932,227
27,207 11,733 784 123 291,295 307 2,449,120
27,207 11,733 784 123 291,295 307 2,449,120
$ 27,230 $ 11,752 % 788 % 339 % 360,931 $ 330 $ 12,823,973
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State of California

Component Units— Special Purpose Authorities
Combining Statement of Revenues,
Expenses, and Changesin Retained Earnings

Year End June 30, 1996

(Amounts in thousands) California
Alternative
Energy and California
California Advanced Pollution
State Housing Transportation Control
Compensation Finance Financing Financing
Insurance Agency Authority Authority
OPERATING REVENUES:
Service and SalES.........uveveeeiiiiiiiiie e $ — 3 16,811 % — 3 4,613
Earned premiums (Net).........cooiirveiiiieeiiiee e 1,077,384 — — —
Investment and iNtErest..........ccvviveee e — 341,521 — —
CONIIDULIONS. ..ot — — — —
RENT. ... — — — —
ONET ... — 7,753 — —
Total Operating REVENUES..........coccvieiiiiiiiiiee e 1,077,384 366,085 — 4,613

OPERATING EXPENSES:
PErsoNal SEIVICES. .....ccccooiiiiiiiiie et 102,489 9,658 —

SUPPIIES. ettt — 2,694 — —
Services and Charges..........oooveeeieieeeiiiie e eree e e 72,952 28,469 52 13,458
(D=7 o] (=Y =i o] o TSRS 7,641 600 — —
Benefits paymMents........c.cvoiiiiiiiei e 953,491 — — —
Interest expense...... — 274,501 — —
Amortization of deferred charges..........cccccovvveeiiciiee e, — 2,238 — —
Total Operating EXPENSEeS......ccccveeriiieiniieeeeiieee e 1,136,573 318,160 52 13,458
Operating INCOmMe (LOSS)....cciiieeriiiiieiiiieeeieee e (59,189) 47,925 (52) (8,845)
NONOPERATING REVENUES (EXPENSES):
GrantS rECEIVEM.......cuvvieeee et eecceee e — 72,470 — —
Grants Provided.........ccceevveerieiieeie e — (72,470) — —
INEreSt rEeVENUE........ccoeeeieeeeeeeeeeeee e, 489,345 — — —
Interest expense and fiscal charges............ccooevvveniiiiecnieenns — — — —
DivIdeNdS PAId........ceiviiiiieiieieeeiee e (281,513) — — —
(0 13T SRR — — —
Total Nonoperating Revenue (EXpenses)............c....... 207,832 — — —
NEet INCOME (LOSS).uieiuiiieiieiiiiiieesiiee et 148,643 47,925 (52) (8,845)
Retained Earnings, July 1, 1995........ccccceiiiiiiiinienieenee e 1,445,613 413,562 345 70,480
Retained Earnings, June 30, 1996...........cccccveieeiiiniennieeennnnn. $ 1594256 $ 461,487 $ 293 % 61,635
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Component Units - Special Purpose Authorities

Non-Major Component Units

California California
Health California California Economic
Facilities Educational School Development District San Joaquin
Financing Facilities Finance Financing Agricultural River
Authority Authority Authority Authority Associations Conservancy Total
$ 3,461 $ 483 — —  $ 80,583 $ — 105,951
— — — — — — 1,077,384
— — — — 1,219 — 342,740
— — — — 2,071 — 2,071
— — — — 17,683 — 17,683
— — 48 — — — 7,801
3,461 483 48 — 101,556 — 1,553,630
— 72 — — — — 112,219
— — — — — 25 2,719
1,173 172 134 — 104,882 56 221,348
— 17 — — 3,294 — 11,552
— — — — — — 953,491
—_ —_ —_ —_ —_ 274,501
— — — — — — 2,238
1,173 261 134 — 108,176 81 1,578,068
2,288 222 (86) — (6,620) (81) (24,438)
— — — — — — 72,470
— — — — — — (72,470)
— 615 — 122 83 — 490,165
— — — @) (2,720) — (2,722)
— — — — — — (281,513)
— — — (160) (3,354) — (3,514)
— 615 — (40) (5,991) — 202,416
2,288 837 (86) (40) (12,611) (81) 177,978
24,919 10,896 870 163 303,906 388 2,271,142
$ 27,207  $ 11,733 784 123 291,295 % 307 2,449,120
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State of California

Component Units— Special Purpose Authorities
Combining Statement of Cash Flows

Year Ended June 30, 1996
(Amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Operating iNCOME (I0SS)....cccuvvierieieeiirie e

ADJUSTMENTS TO RECONCILE OPERATING
INCOME (LOSS) TO NET CASH PROVIDED

BY OPERATIONS:
Interest expense on operating debt............ccccvveiiiiieniieen,
INterest on INVESIMENIS.........cooivvierinecieerecee e

Depreciation
Accretion of capital appreciation bonds....

Provisions and allowancCes...........ccccovuvveiiieeeniiee e
Accrual of deferred charges.........cccccvvveiiiieiiie e
Amortization of deferred credits...........cccceevvieeiiiiee e
Amortization of diSCOUNLS..........coccveiriiieiiiiieee e

Change in assets and liabilities:
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Receivables.......

Due from other funds............cccoooiiiiiiiiiiie
Due from primary government..........ccocceveeveeeenieeesineeenns
Due from other governments...........cccocvveeviieeenieee e

Prepaid items.....

Other @SSELS.....cciiiiiiiiee et
Accounts payable..........ccoiiie i
Due to other fuNdS.........cceeiiiiiiiiiee e

Benefits payable

Deposits.............

Compensated absences payable ..........cccccovviiiiiiiiiieens

Advance collections

Other liabilities...

Total AdjuStMENES.....cooiiiiiiiiee e,

Net Cash Provided by (Used In)
Operating ACtiVItieS......coovveeiieee e

California
Alternative
Energy and California
California Advanced Pollution
State Housing Transportation Control

Compensation Finance Financing Financing

Insurance Agency Authority Authority
$ (59,189) 47,925 $ 52) $ (8,845)
— 274,501 — _
— (73,607) — —
7,641 600 — —
— 9,807 — _
— 3,067 — _
— (4,948) — —
— 6,760 — —
753 — — —

23,829 (14,998) — 3,047

(3,297) — — (2,633)
— — — ©)
(427,219) (17,589) — —
— 6,066 (42) (309)
(271,489) — _ _
2,323 (83) — —
(27,559) 14 — _
432,592 — — —
(262,426) 189,590 (42) 101
(321,615) 237,515 (94) (8,744)




Component Units - Special Purpose Authorities

Non-Major Component Units

California California
Health California California Economic
Facilities Educational School Development District San Joaquin
Financing Facilities Finance Financing Agricultural River
Authority Authority Authority Authority Associations Conservancy Total
$ 2,288 % 222 % 86) $ — % (6,620) $ 8L 3 (24,438)
— — — — — — 274,501
— — — — — — (73,607)
— 17 — — 3,294 — 11,552
— — — — — — 9,807
— — — — — — 3,067
_ — — — (3,934) — (3,934)
— — — — — — (4,948)
— — — — — — 6,760
— — — — 19,423 — 20,176
389 346 2 — (175) — 12,440
) 3) (1) — (107) — (113)
(598) (191) — (11) — — (6,730)
— 7 — — — — 7
— — — — — — @)
— — — — (11,224) — (456,032)
(62) (52) (12) 104 (973) — 4,720
— (41) — — 436 13 408
— — — — — — (271,489)
— — — 112 721 — 833
— 9) — — 2,255 — 4,486
— — — — (40) 2 (27,583)
— — — — 11,083 — 443,675
(273) 74 (11) 205 20,759 15 (52,008)
2,015 296 97) 205 14,139 (66) (76,446)

(Continued)
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State of California

Component Units— Special Purpose Authorities
Combining Statement of Cash Flows

Year Ended June 30, 1996
(Amounts in thousands)

California
Alternative
Energy and California
California Advanced Pollution
State Housing Transportation Control
Compensation Finance Financing Financing
Insurance Agency Authority Authority
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
DIVIAENdS PAI......coueeieiiiiie ettt (327,013) — — —
Proceeds from revenue bonds.... — 1,002,452 — —
Retirement of revenue bonds............cccceiiiiiiiiiiiienee — (427,560) — —
Interest paid on operating debt..........c.ccceeviiiiiiiiiiii — (257,071) — —
Other EXPENSES. ....coiiuiiieiiiie ettt — — — —
Net Cash Provided by (Used In)
Noncapital Financing ActivitieS........ccccoveveniiniiennene (327,013) 317,821 — —
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Acquisition of fixed asSets..........cccceriiiiiiiiie e (15,173) — — —
Proceeds from sale of fixed assets........cccocoeiviiiiiiie e 2,791 — — —
Proceeds from notes payable............c.ccceeiiiiiiiiiiiiniiecien — — — —
INEEreSt PAIC......ciiiiiiiiiiiie e — — — —
Net Cash Provided by (Used In) Capital
and Related Financing ActivitieS........cccccoeiiviieeneennnn. (12,382) — — —
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of INVeStMEeNtS...........occvveiiiiiiiiiee e — (106,793) — —
Advances and 10ans provided............cccceoveeeernieeeniiiee e — (708,023) — —
Collection of advances and loans... — 223,917 — —
Proceeds from maturity and sale of investments................... 134,932 — — 1,464
Interest and gains on INVESIMENTS..........cooviieeiiieeeiiieee e 489,345 73,607 — —
Net Cash Provided by (Used In) Investing Activities 624,277 (517,292) — 1,464
Net Increase (Decrease) in Cash and Pooled Investments.. (36,733) 38,044 (94) (7,280)
Cash and Pooled Investments at July 1, 1995.............cceoueee. 251,659 242,835 387 66,285
Cash and Pooled Investments at June 30, 1996.................... $ 214,926 % 280,879 $ 293 % 59,005
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Component Units - Special Purpose Authorities

Non-Major Component Units

California California
Health California California Economic
Facilities Educational School Development District San Joaquin
Financing Facilities Finance Financing Agricultural
Authority Authority Authority Authority Associations  Conservancy Total
— — — — — — (327,013)
— — — — — — 1,002,452
— — — — — — (427,560)
— — — — — — (257,071)
— — — (160) — — (160)
— — — (160) — — (9,352)
(26) (44) — — (13,437) — (28,680)
19 — — — — — 2,810
— — — — 3,928 — 3,928
— — — 2) (2,720) — (2,722)
@) (44) — 2 (12,229) — (24,664)
— — — — (2,317) — (109,110)
(1,838) — — — — — (709,861)
587 — — — — — 224,504
— — — — — — 136,396
— 615 — 122 83 — 563,772
(1,251) 615 — 122 (2,234) — 105,701
757 867 97) 165 (324) (66) (4,761)
21,033 10,459 861 163 24,797 396 618,875
21,790 $ 11,326 764 $ 328 % 24,473 330 614,114
(Concluded)
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State of California

General Government Revenues by Source
and Expenditures by Function

For the Past Ten Years
(Amounts in thousands)

1987 1988 1989
REVENUES:
LIV TSP PR PPN PPN $ 30,650,517 $ 31,784,962 $ 36,743,408
INtEIrgOVEIMMENTAL........ii it 9,804,735 9,532,594 11,226,909
LiCeNSES AN PEIMILS. .....uviiiiiiei ettt et 1,275,597 1,389,586 1,440,119
NaALUFAl FESOUICES......ooiiiiiiiiiii it e 167,422 225,340 119,456
274,388 237,164 258,984
627,867 784,597 907,562
406,643 237,600 285,959
653,928 612,968 692,352
429,706 225,105 281,422

$ 44,290,803 $ 45,029,916 $ 51,956,171

EXPENDITURES:

Current:
(€T aTCT o e o1V =T a0 1= o | S $ 1880521 $ 1,842,331 $ 2,081,579
EQUCALION. ...t 18,242,436 18,873,313 19,660,647
Health and Welfare............oooiiiii e 16,499,778 17,040,861 19,539,017
RESOUICES. ...ttt e e s e e b e e e e b e e e nnnnees 766,707 765,176 1,409,351
State and CONSUMET SEIVICES.......cciurieiiiiieasiieieeiieeesireessere e s e e s e e s ane e e nnreees 793,572 1,123,851 1,670,385
Business and tranSPOratioN.............ocueeeiiiiieiiiie e 2,999,779 3,304,988 3,367,150
COrreCtioNal PrOGIAMS. ... ..cciiiiieeiirie ettt e ettt e s e et e e e b et e e e e snne e e e 1,855,042 1,846,112 1,955,060
Property taX relief...........ei e 993,548 1,011,781 949,699
CAPIAl OULIAY.....eeeeeeee et e e 636,147 686,257 676,340
DEDL SEIVICE. ...t 638,535 678,340 856,538
TOtal EXPENAITUIES...ccuiiiiiieiiie et $ 45,306,065 $ 47,173,010 $ 52,165,766

Source: California State Controller's Office. Includes General Fund, special revenue funds, and
capital projects funds.
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Statistical Section

1990 1991 1992 1993 1994 1995 1996

$ 38,468,384 $ 38,041,098 $ 41,132,063 $ 43,257,754 $ 42,209,971 $ 44,940,196 $ 48,806,164

13,533,050 15,024,782 18,078,536 21,535,501 25,259,035 22,933,080 24,337,762
1,526,473 1,726,500 2,609,734 2,714,575 2,725,130 2,832,516 2,938,539
147,251 171,628 235,983 85,081 44,978 69,888 73,038
306,318 361,562 513,306 340,833 345,550 395,813 388,700
1,108,325 1,300,698 1,295,422 1,579,710 1,435,721 1,369,060 1,499,821
367,774 288,902 457,040 543,170 386,507 485,237 402,445
747,701 702,199 511,353 368,693 318,973 538,659 495,887
532,317 583,214 538,228 668,153 753,235 684,419 974,427

$ 56,732,593 $ 58,200,583 $ 65371665 $ 71,093,470 $ 73,479,100 $ 74,248,868 $ 79,916,783

$ 2741287 $ 2,812,140 $ 2,786,667 $ 2,681,084 $ 3,156,167 $ 3,895769 $ 3,186,959

22,867,811 22,350,139 25,560,756 22,613,122 21,751,525 22,769,356 23,978,493
22,856,943 24,589,169 28,074,053 30,248,244 33,356,725 33,335,716 36,001,362
1,356,665 1,503,840 1,864,548 1,671,655 1,656,441 1,735,842 1,823,369
568,910 586,709 624,889 553,122 625,484 692,979 675,912
4,097,360 4,502,150 5,331,881 5,985,426 5,894,401 5,499,433 5,599,561
2,350,397 2,705,465 3,000,849 2,862,733 3,107,224 3,290,193 3,692,696
948,896 930,233 828,212 808,053 464,675 475,610 470,127
635,841 942,404 795,344 804,085 944,767 264,591 1,160,361
984,791 1,220,593 1,433,140 1,649,685 1,884,352 2,257,153 2,218,273

$ 59,408,901 $ 62,142,842 $ 70,300,339 $ 69,877,209 $ 72,841,761 $ 74,216,642 $ 78,807,113
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State of California

Schedule of General Obligation Bonds Outstanding

June 30, 1996
(Amounts in thousands)

Sources:
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GENERAL LONG-TERM OBLIGATIONS:
SCOOI FACIIILIES. ....ceeiieiieeiee e
Higher Education FaCIlities.............cooiiiiiiiiiiiiiee e
NEW PriSON CONSIIUCTION. .......eieiirieeiiiieesiree ettt e e e
State School Building Lease-Purchase............cccocoviiiiiiiiieciiec e,
Clean Air and Transportation IMProvemMeNt.............cccveveeieeeinieeeessieee e
Passenger Rail and Clean Ail...........c.cooiieeiiiieeiiiieeeee e
California Wildlife, Coastal, and Park Land Conservation..............ccccccueen.
County Correctional Facility Capital Expenditure and Youth Facility...........
County Correctional Facility Capital EXxpenditure..............ccocevevveenieeennnnen.
County Jail Capital EXPeNnditure..........cceoiiieeiiiieiiieee e
HoUSING aNd HOMEIESS.........oiiiiiiieeiiie e
California Park and Recreational Facilities.............ccccooiieiiiiiee e
California Safe DrinKing WAaLEr............coiiiiiiiiiiieiee e
ClEAN WAALET.....cciiiiie ettt e e e e neee s
Clean Water and Water CONSErvation.............cceveereereniieeeesieeesnieeesseeeesnns
California Earthquake Safety and Housing Rehabilitation.................c.........
California Parklands............coouiioiiiiiie e
Community Parklands...........c.cooiieiiiiieiii e
Water Conservation and Water QUality............cccocvveeriieeiriieeeniiie e
Lake Tahoe ACQUISITIONS.........coiuiieiiiieeaieee et
Fish and Wildlife Habitat Enhancement.............ccccoiviiiiicnniie e
California Library Construction and Renovation.............cccccvvvveeiiieeeniineene
Earthquake Safety and Public Building Rehabilitation...............c.cccceevinene
Clean Water and Water Reclamation.............ccoovvreiiieeinieee e
State, Urban, and Coastal Park............cccocveeiiiiiiiiiieie e
Water CONSEIVALION. .......uuiiiiiiiieeiiee ettt e e e anes
L= a0 O =T | (=] SRR PP PR PPPPRPRPRPN
State Beach, Park, Recreational and Historical Facilities...............ccccceoueeen.
Harbor DevelOPMENT........ccoiiie i

Total General Long Term Obligations.........cccccoviiiiiiiieniiiiee e

ENTERPRISE FUNDS:
VBEEIANS. ..ttt ettt e ettt e e e st e e e e e e et e e e e e e
California Water Resources Development...........cccvcvveeiiiienieenieenec e
Hazardous Substance Cleanup
State School BUilding Aid..........cocviiiiiiiiii e
First Time HOmME BUYETS......ccuiiiiiiiiiiiieiie et
Total ENterprise FUNGUS.......ooiiiiiiiiiieeee e

Total General Obligation BONdsS..........cccveiiiiiiiiiiiiiiieeeee e

California State Controller’s Office

$ 4,855,057
1,749,440
1,682,995
1,020,825

816,820
773,145
522,750
396,315
382,785
293,675
252,895
242,285
224,980
183,030
117,770
110,020
98,865
76,295
75,455
56,680
53,220
52,610
45,900
42,040
34,345
30,370
25,000
7,375
1,230

14,224,172

2,812,810
1,095,590
54,100
18,000
1,785

3,982,285
$18,206,457



Statistical Section

Schedule of General Long-Term
Bonded Debt to Per Capita Personal Income

For the Past Ten Years

Percentage
of
Per Capita
General Per Debt to
Long-Term Per Capita Per Capita
Year Bonded Debt Capita Personal Personal
Ended (In thousands) (1) Debt Income (2) Income
1986 $ 3,388,590 $ 125.26 $ 17,080 0.7 %
1987 3,366,735 121.47 18,165 0.7
1988 3,248,925 114.43 19,231 0.6
1989 4,115,450 141.22 20,138 0.7
1990 5,168,355 172.60 21,287 0.8
1991 7,735,955 253.10 21,411 1.2
1992 11,311,245 362.68 22,109 1.6
1993 13,262,192 420.79 22,356 1.9
1994 14,301,119 449.86 22,778 2.0
1995 14,843,814 462.96 24,073 1.9

Sources: (1) California State Controller’'s Office. Data for the year ended June 30.
(2) California Department of Finance. Data for the year ended December 31.

Schedule of Annual Debt Service
Expendituresfor General Bonded Debt

Governmental Fund Types

For the Past Ten Years Percentage
(Amounts in thousands) of
Debt Service
Total Total to Total
Debt General General
Year Principal Interest Service Expenditures Expenditures
1987 $ 271,855 $ 366,680 $ 638,535 $ 45,306,065 1.4 %
1988 278,610 399,730 678,340 47,173,010 1.4
1989 273,475 583,063 856,538 52,165,766 1.6
1990 322,095 662,696 984,791 59,408,901 1.7
1991 388,400 832,193 1,220,593 62,142,842 2.0
1992 522,710 910,430 1,433,140 70,300,339 2.0
1993 666,950 982,735 1,649,685 69,877,209 2.4
1994 874,404 1,009,948 1,884,352 72,841,761 2.6
1995 954,400 1,302,753 2,257,153 74,216,642 3.0
1996 1,040,570 1,177,703 2,218,273 78,807,113 2.8

Sources: California State Controller's Office. Includes General Fund, special revenue funds, and
capital projects funds.
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State of California

Schedule of Revenue Bonds Cover age

For the Past Three Years
(Amounts in thousands)

Net Revenue Debt Service Requirements (c)

Gross Operating  Available for

June 30 Revenue (a) Expenses (b) Debt Service Principal Interest Total Coverage

Housing Loan 1996 303,421 51,529 251,892 65,463 248,152 313,615 0.80
1995 301,712 74,661 227,061 167,370 253,546 420,916 0.54

1994 307,635 50,614 257,021 254,440 275,156 529,596 0.49

Water Resources 1996 503,663 270,082 233,581 199,221 161,939 361,160 0.65
1995 545,654 251,303 294,351 94,234 162,084 256,318 1.15

1994 508,662 250,028 258,634 58,638 167,143 225,781 1.15

Leasing of Public Assets 1996 330,536 22,772 307,764 203,309 258,643 461,952 0.67
1995 234,864 15,105 219,759 115,769 215,487 331,256 0.66

1994 239,023 621 238,402 571,785 173,512 745,297 0.32

Toll Facilities 1996 176,586 36,992 139,594 6,170 2,412 8,582 16.27
1995 167,729 37,991 129,738 5,745 2,724 8,469 15.32

1994 158,521 43,714 114,807 72,445 4,364 76,809 1.49

California State Universtiy 1996 258,638 178,394 80,244 22,495 20,259 42,754 1.88
1995 250,967 179,680 71,287 11,008 18,915 29,923 2.38

1994 230,063 156,907 73,156 34,534 20,540 55,074 1.33

Building Authorities 1996 21,409 1,598 19,811 2,295 11,345 13,640 1.45
1995 25,041 143 24,898 7,895 14,754 22,649 1.10

1994 16,403 327 16,076 4,605 12,959 17,564 0.92

Sources: California State Controller's Office. Data not available prior to 1994.

(@) Total revenues included non-operating interest revenue. Building authorities
revenues also include operating transfers in.

(b) Total operating expenses are exclusive of depreciation, interest expense, and
amortization (recovery) of deferred charges. Building authorities expenditures also
exclude capital outlay and debt service.

(¢) Includes principal and interest of revenue bonds.
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Schedule of National and
State Population

For the Past Fifteen Years

California
as a

Average Average Percentage
United Annual Annual of

States Percentage California Percentage United States’
Year Population (1) Increase Population (2) Increase Population
1981 229,466,000 24,278,000 10.6%

1982 231,664,000 1.0 % 24,805,000 22% 10.7
1983 233,792,000 0.9 25,337,000 2.1 10.8
1984 235,825,000 0.9 25,816,000 1.9 10.9
1985 237,924,000 0.9 26,403,000 2.3 11.1
1986 240,133,000 0.9 27,052,000 25 11.3
1987 242,289,000 0.9 27,717,000 2.5 11.4
1988 244,499,000 0.9 28,393,000 2.4 11.6
1989 246,819,000 0.9 29,142,000 2.6 11.8
1990 249,403,000 1.0 29,944,000 2.8 12.0
1991 252,138,000 11 30,565,000 2.1 12.1
1992 255,039,000 1.2 31,188,000 2.0 12.2
1993 257,800,000 11 31,517,000 1.1 12.2
1994 260,350,000 1.0 31,790,000 0.9 12.2
1995 262,755,000 0.9 32,063,000 0.9 12.2

Sources: (1) Current Population Reports, Bureau of the Census of the U.S. Department of
Commerce
(2) California Department of Finance
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State of California

Schedule of National and
State Per sonal |ncome

For the Past Fifteen Years

California

as a
Percentage
United States (1) California (2) of
Personal Personal United States’

Income Percentage Income Percentage Personal

Year (In millions) Change (In millions) Change Income

1981 $ 2,549,100 $ 314,132 12.3%
1982 2,708,600 6.3 % 335,230 6.7 % 12.4
1983 2,886,200 6.6 361,324 7.8 12,5
1984 3,194,700 10.7 402,017 11.3 12.6
1985 3,427,400 7.3 436,510 8.6 12.7
1986 3,635,700 6.1 468,316 7.3 12.9
1987 3,863,000 6.3 504,641 7.8 13.1
1988 4,160,700 7.7 547,466 8.5 13.2
1989 4,474,000 7.5 588,412 7.5 13.2
1990 4,774,000 6.7 636,593 8.2 13.3
1991 4,950,800 3.7 651,224 2.3 13.2
1992 5,248,600 6.0 683,398 4.9 13.0
1993 5,471,100 4.2 697,911 21 12.8
1994 5,739,900 4.9 715,923 2.6 125
1995 6,098,000 6.2 760,431 6.2 125

Sources: (1) Current Population Reports, Bureau of the Census of the U.S. Department of
Commerce
(2) California Department of Finance
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Schedule of National and
State Per Capita Personal Income

For the Past Fifteen Years

California
as a

Percentage

United States (1) California (2) of
United States’
Per Capita Per Capita Per Capita
Personal Percent Personal Percent Personal
Year Income Change Income Change Income

1981 $ 11,109 $ 12,935 116.4 %
1982 11,692 52 % 13,506 4.4 % 115.5
1983 12,344 5.6 14,247 5.5 1154
1984 13,546 9.7 15,554 9.2 114.8
1985 14,404 6.3 16,507 6.1 114.6
1986 15,138 51 17,278 4.7 1141
1987 15,942 5.3 18,165 51 113.9
1988 17,015 6.7 19,231 5.9 113.0
1989 18,127 6.5 20,138 4.7 1111
1990 19,142 5.6 21,287 5.7 111.2
1991 19,636 2.6 21,411 0.6 109.0
1992 20,581 4.8 22,109 3.3 107.4
1993 21,224 3.1 22,356 11 105.3
1994 22,047 3.9 22,778 19 103.3
1995 23,208 5.3 24,073 5.7 103.7

Sources: (1) Bureau of Economic Analysis, U.S. Department of Commerce
(2) cCalifornia Department of Finance
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State of California

Civilian Labor Forcefor

Resident Population Age 16 and Over

For the Past Fifteen Years

Year

Source:
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1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995

California Department of Finance

Labor Force Trends (In thousands)

Unemployment Rate

Total
Labor Force Employed Unemployed
11,812 10,938 874
12,178 10,967 1,211
12,281 11,095 1,186
12,610 11,631 979
12,981 12,048 933
13,332 12,442 890
13,738 12,947 791
14,132 13,384 748
14,517 13,780 737
15,193 14,319 874
15,176 14,004 1,172
15,404 13,973 1,431
15,359 13,918 1,441
15,462 14,133 1,329
15,416 14,206 1,210

United States  California
76 % 74 %
9.7 9.9
9.6 9.7
7.5 7.8
7.2 7.2
7.0 6.7
6.2 5.8
55 5.3
5.3 5.1
5.6 5.8
6.8 7.7
7.5 9.3
6.9 9.4
6.1 8.6
5.6 7.8



Statistical Section

Persons Employed in
Principal Manufacturing Industries

For Calendar Years 1982 and 1995
(Amounts in thousands)

Industry 1982 1995 Change
Transportation eqUIPMENT..........cvveiiirrerrire e 266.3 164.0 (38.4) %
Electric and electronic equipment..........ccoccveeviieeeiiiieesiieeeens 358.0 2255 (37.0)
Leather and leather products............coocvveiiieiiiiiee i 10.5 6.7 (36.2)
Petroleum and coal products.............ccceeeeeiiieee e, 31.7 20.4 (35.6)
Primary metal products.............oooiveriiiieeiiieee e 47.6 33.4 (29.8)
Fabricated metal products.............ccoeoeeeiiiieiiiie e 138.8 116.9 (15.8)
Stone, clay, and glass products.........cc.ccceeveeennieeeniiee e, 50.4 43.6 (13.5)
Industrial Machinery.........ccocoveiiiieir e 227.6 197.3 (13.3)
Food and kindred products...........cccceverieeiinieee e 182.5 173.3 (5.0)
Furniture and fiXIUrES. ........ccovviieiiiie e 49.0 46.9 (4.3)
MISCEIIANEOUS........eeiiiiiiie e 43.2 42.0 (2.8)
Paper and allied products.............ccceeviiiee e 37.3 39.6 6.2
Chemicals and allied products...........ccccvveerieeeniieeeniieeeien, 65.7 70.0 6.5
Lumber and wood Products............cocueeeriieeeiiiie s 46.3 50.7 9.5
Rubber and miscellaneous plastic products.................cceee.ne. 61.2 72.6 18.6
Printing and publishing............cccccoiiiii e, 124.5 150.2 20.6
APPAELL . 102.4 152.6 49.0
Textile Mill ProdUCES........c.vveiiiiieeee e 12.4 18.6 50.0
Instruments and related products..........c.cccceevcieeininiennieeenns 102.4 166.5 62.6

1,957.8 1,790.8

Sources: California Employment Development Department and California Department of Finance
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